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Lord Acton, A Great European 
(Part I) 


By Francis NEILSON 


HisTORY RECORDS many examples of students gathering around a teacher 
whose influence is so profound that in later life the young men confess 
that their careers have been shaped by the lectures to which they have 
listened. Perhaps one of the most striking instances of this was Abélard 
in the twelfth century. Even after he was accused of historical heresy 
and suffered great persecution, scores of students flocked to hear him. 
When he sought a solitary domain in which to build a rude cabin of 
wattle, suitable for a hermit, the students in Paris, learning of his retreat, 
went in great numbers and erected hundreds of huts about his simple 
abode. Such is the story of Abélard. 

There were many others in medieval days to whom the young people 
went in throngs to hear something of the philosophy of culture. This 
desire to be instructed by a master was one of the most hopeful mani- 
festations of youth. Once the student was convinced that his preceptor 
was a man of knowledge and ready to impart it to his hearers, the bond 
was forged which lasted all through life, and the attachment of pupil to 
master is recorded in many works left by those who were so fortunate as 
to be members of the group. Some of the memoirs of famous men refer 
to their days at college or university, when they enjoyed the hours spent 
at lectures given by a great teacher. 
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Lord Acton’s Association with Dollinger 

PERHAPS ONE of the most prominent of these was Lord Acton, who be- 
came Regius Professor of History at the University of Cambridge. But 
long before he came into direct touch with the students, he had earned 
for himself an exceptional reputation in the society of studious men; for 
his learning was encyclopedic, and culturally he was among the few out- 
standing Europeans whose fame was acknowledged far beyond the borders 
of his native land. Acton spoke several languages fluently, and frequently 
took a leading part in many of the profound religious and political con- 
troversies of the continent of Europe. Indeed, he was the perfect type 
of a European. 

Born in Naples in 1834, he lived sixty-eight years full of intellectual 
and cultural activity in many lands. His first school was St. Mary’s 
College, Oscott, where, in addition to Latin and Greek, he set himself 
the task of learning Spanish, Irish, and Chinese at the age of eleven. His 
masters were ripe scholars. The president of Oscott was Dr. Wiseman, 
afterwards the famous cardinal, and two of his instructors were J. B. 
Morris, a Fellow of Exeter, and Dr. Spencer Logan. Years afterwards, 
when Wilfred Ward was writing his Life of Wiseman, Acton said in a 
letter to him: “We used to see him [Wiseman] with Lord Shrewsbury, 
with O’Connell, with Father Mathew, with a Mesopotamian patriarch, 
with Newman, with Pugin, and we had a feeling that Oscott, next to 
Pekin, was the centre of the world.” (Quoted by F. E. Lally, “As Lord 
Acton Says,” 1942, p. 5 footnote) 

It is almost unbelievable that this young man was refused admission as 
an undergraduate at Cambridge University because he was a Catholic. 
The question then arose as to where he should go to resume his education. 
When this crisis presented itself, he turned to his mother, who had be- 
come the wife of Lord Granville, and she, having met Dr. Déllinger at 
Tegernsee, the country estate of Count Arco-Valley, her brother-in-law, 
suggested that her son should go to Munich. 

Thus began one of the most interesting educational associations of 
modern days. Déllinger possessed a towering intellect. He was known 
wherever scholars gathered. Of him the Dublin Review said: 

There is hardly a book, old or new, in the different nations of Europe 
that he has not read, or at least consulted; even the most recent publica- 
tion, if it stands in the slightest relation to the object of his inquiry, 1s 
not overlooked. (Quoted by Lally, op. cit., p. 7) 

As things turned out, it was not unfortunate that Acton was debarred 
from the English universities because of his religion, for Munich in the 
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middle of the last century was the cultural center of middle Europe. In 
some respects it was like Vienna, for it was a pivot upon which those 
from east and west paused for a time to enjoy the marvelous development 
undertaken by Maximilian. The Royal Library contained more than 
1,300,000 printed volumes and no less than 30,000 manuscripts. Besides, 
there were galleries of wonderful paintings and sculpture. The Court 
Opera and the Residenz-Theater were famous for the productions of opera 
and drama. Munich was, indeed, the perfect school for such a pupil as 
Acton. 

However, it is curious that he has left us little in his writings about 
the cultural advantages of the city in which he spent some of his most 
impressionable years. Stranger still, we find very few references to the 
county in which his estate lay in England. 

Aldenham Hall, the home of Lord Acton, stood near Bridgnorth in one 
of the lovliest parts of Shropshire. It was far enough removed from 
such towns as Kidderminster and Wolverhampton, on the edge of the 
Black Country, to bask in the pure air of a rich agricultural district. 
The Severn flowed beneath the walls of the old town, and not far away 
was Acton Burnell, where Edward I held the Parliament in 1283. The 
Acton family was on old one, and its members have always been regarded 
as “proud Salopians.” 

Perhaps no county in England is the repository of remains so expressive 
of the thought of Lord Acton as that of his forebears. Within a short 
distance of Bridgnorth, on the Severn, lie the ruins of the abbeys of 
Lilleshall, Buildwas, and Wenlock. Farther to the northwest, in the direc- 
tion of Shrewsbury, there are the vestiges of the Roman town of Uricon- 
ium. Indeed, it may be said that this country contains the evidence of 
the growth of church and State since Mercian days. The old saying that 
Salop is a book of history that can be read by anyone who rambles about, 
and has the mind to learn “‘summat about what he sees,” is near the mark. 
Yet, Acton left us few observations on the history of the county in which 
his estate lay. 

It was at Aldenham Hall that he collected his famous library which was 
bought by Andrew Carnegie and afterwards donated by John Morley to 
Cambridge University. This is one of the priceless possessions gathered 
together by one man. He began the work of collection when he was 
with Déllinger at Munich. It contains nearly 60,000 volumes and most 
of them reveal the work of the student by the comments in the margins, 
to say nothing of the pages that are interleaved and covered with notes. 
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His stepfather, Lord Granville, wrote from Aldenham to Lord Canning: 


. . . His library is becoming immense. He has remodelled the old |j- 
brary. He has entirely filled the hall; he has furnished his own room 
with books, and he has bagged a bedroom for the same purpose. I can 
hardly open a book without finding notes or marks of his. . . . (“Life 
of Lord Granville,” by Lord Edmond Fitzmaurice, I, 358) 

It is not often that a pupil succeeds in attaining an excellence com- 
parable to that of such a master as Déllinger. In this respect Acton is 
somewhat unique, for as a young man in the early thirties his learning 
was acknowledged by many of the leading men of that time. Of course 
he had opportunities that were denied to his preceptor. In Italy, Ger- 
many, France, and England, owing to his family associations, he was 
welcomed in the circles of society where he met those who were then 
famous in religious and political affairs. A list of names of the well- 
known people with whom he was acquainted during that period would 
run into the hundreds. The observations of an admirer that Acton knew 
everything worth knowing and everybody of importance was an ex- 
aggeration, but such a one as gives us an indication of his prestige. More- 
over, he was a learned man who loved life and entered into the spirit of 
the sane social gatherings of the capitals with the address of a courtier 
and the polish of a wit. His erudition did not weigh so heavily upon 
him that he could not rise to the occasion and enter cheerfully into the 
harmless gossip of the moment. Herbert Paul, in his introductory mem- 
oir to “Lord Acton’s Letters to Mary Gladstone,” tells us that he was a 
bon vivant, a thorough man of the world, and that he was an excellent 
judge of cooking and of wine. Yet, this man who fought against ultra- 
montanism and the Vatican was a passionate believer in the Church. 

From Déllinger Acton learned the thorough rudiments of the historical 
method which he pursued all through his life. In his search for truth 
he never hesitated to denounce what he firmly believed to be untrue in 
history and sinful in politicians and priests. 

It is surprising now to find a revival of interest in him because his 
thought is so far removed from that of our religious and political schools. 
He was concerned with fundamentals and would have abhorred most of 
the nostrums that are served today as the wisdom of an age of progress 
culminating in the atomic bomb. It is also strange that there is a re- 
newal of interest in his essays, for there is nothing in them that could 
countenance the bureaucratic recklessness and the regimentation of man 
which are the most noticeable features of the times in which we live. The 
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superficiality of political thought and the corruption which is now an 
everyday affair in politics would have driven Acton into solitude. The 
faith that he revealed in the Essays on Freedom, concerning a moral system 
that free men could enjoy, would have been shattered completely. We 
have only to turn to the Letters that he wrote to Mary Gladstone to dis- 
cover the real man and understand his wide interests and the depth of his 
mind. Where he went, the people he met, the subjects discussed, taken 
together with what he was thinking, what he was reading, and the plans 
that he was making, particularly about his “History of Liberty,” which 
was not written, present a rare person—one with enduring faith in man 
as a thinking being. 

There is life in these Letters, and the student who would take up the 
essays should read them as a preparatory course for the understanding of 
their author. There is not a dull line in them, and for an exposition of 
intellectual honesty, they are as stimulating as any that have been pub- 
lished. 


On Political Conditions 

WE MIGHT NOW TURN to the works and learn from this many-sided man 
what he thought about the political conditions of his day. This should 
be of great interest to the student because the opinions expressed therein 
are those of one who was intimately associated with the leading politicians 
of Europe and America. He abominated the time-serving demagogue 
who battens upon the taxpayer, and he abhorred historians who refused 
to record facts that were unfavorable to the State and its ministers. 
When he reviewed Phillimore’s “History of England,” he said: 


It is certainly most desirable that something should be written that 
would abate the conceit and self-satisfaction with which we Englishmen 
contemplate ourselves. Many of the qualities we prize most highly in 
theory are those which appear least visibly in our history. No Christian 
annals are so sanguinary as ours. . . . (Lally, op. cit., p. 53 footnote) 


It is well for us to remember such pronouncements and to understand 
that it was not Acton alone who recognized this fact; similar statements 
had been made by John Bright and Richard Cobden. However, the 
English skin at that time was not so easily scratched as it is today. 

No one had a better appreciation than Acton of the utility of govern- 
ment and the extent of its powers. In a few lines he put this in a nut- 


shell: 


The true distinction between despotism and constitutional government 
does not lie in the limitation of power but in the existence of means for 
making power accountable for its behaviour. (Lally, op. cit., p. 149) 
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And so keen was his sense of the purpose and aim of political liberty 
that he did not cease to keep this in view and repeat it many times in his 
essays: 

Liberty is not a means to a higher political end. It is itself the highest 
political end. It is not for the sake of a good political administration 


that it is required, but for security in pursuit of the objects of civil society 
and private life. (Lally, op. cit., p. 148) 


And how true is the following: 

. . . Liberty deteriorates unless it has to struggle for its own existence; 
and struggle it must, inevitably, and recurrently; for the passion for 
power over others can never cease to threaten mankind. . . . (Lally, 
op. cit., p. 153) 

This seems like an echo of the warnings of our Founding Fathers. 
Alas, they have fallen upon deaf ears! There is no struggle today to 
conserve that which was the dominant desire of the Revolutionists. 

No one during his period realized so well as he the clear intentions of 
the men who made this country a Republic. 


. . « It was from America that the plain ideas that men ought to mind 
their own business, and that the nation is responsible to Heaven for the 
acts of the State, ideas long locked in the breast of solitary thinkers and 
hidden away in Latin folios, burst forth like a conqueror upon the world 
they were destined to transform under the title of the Rights of Man. 
(“Letters to Mary Gladstone,” pp. 66-7) 

Who, in politics today, minds his own business? And it might be 
asked: Who likes the cost of interfering with the business of others? But 
politics, as viewed by Acton, was something far higher than the practice 
we have become used to since we departed from the custom of letting 
the people themselves settle their own troubles. Of course, it should be 
remembered that Acton lived in the days of what was called “splendid 
isolation.” He would have been called a Nazi if he had lived in our day 
and gave voice to his opinions. Still, he was in the true line of descent 
from the British Whigs. He wrote to Mary Gladstone, saying: “I know 
I am much more favourable to the great Whig connection, to the tradi- 
tion of Locke and Somers, Adam Smith and Burke and Macaulay, than 
Mr. Gladstone would like.” (“Letters,” p. 212) 

And this was written in opposition to his suspicion of early impres- 
sions and of doctrines unaccounted for. He would have agreed, no doubt, 
with George Savile (Marquis of Halifax) who said, “Religion is the 
foundation of government; without it man is an abandoned creature, one 
of the worst beasts Nature hath produced.” 
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On Democracy 


AcTON’S FAITH in true democracy remained steadfast, and his belief in 
its future seems to us today strange and out of place. But at that time 
many of the great thinkers of Europe, in France and in Germany, imagined 
that education would not tend to deprive men of their religious ideas, 
for it was thought that the spread of knowledge would enlighten men 
and help them to rise to better things. He wrote to Mary Gladstone: 


The generation you consult will be more democratic and better in- 
structed than our own; for the progress of democracy, though not con- 
stant, is certain, and the progress of knowledge is both constant and 
certain. It will be more severe in literary judgments, and more generous 
in political. . . . (“Letters,” pp. 141-2) 

Surely such a hope as this must remind us how far we have departed 
from the aim of many men who lived before the great wars that began 
in this century. Such a statement made about seventy years ago marks 
the amazing changes that have wrought havoc with the hopes of those 
who placed their faith in education as an instrument of enlightenment. 
Still, we may be living in one of the inconstant periods when democracy 
is in need of new rims for its wheels and has been shunted down a siding 
for repairs. The prospect of getting it on to the main line again is not 
a hopeful one, for knowledge of its usefulness is disclaimed by those who 
have abused it and imagine a bureaucracy is better suited to an ignorant 
electorate. 

Acton would not have lifted his hand to save a shred of what we now 
call democracy. His thought was so far removed from that of the il- 
literate mob that they would not have known the figure of democracy 
that he respected. In all probability, she would have been stoned by our 
so-called democrats. 

Gladstone’s definition—“trust in the people, tempered by prudence”— 
appealed to Acton, and that was the Liberal understanding of the term 
during his lifetime. 

In reviewing Sir Erskine May’s “Democracy in Europe,” he wrote: 
“Democracy, like monarchy, is salutary within limits and fatal in ex- 
cess; . . . it is the truest friend of freedom or its most unrelenting foe.” 
(“Essays on Freedom and Power,” Boston, 1948, p. 130) 

A democracy that countenances graft, dole, and regimentation, could 
not have been imagined by the Liberals of the middle of the last century. 
And as for one sanctioning military ascendancy in the government by 
imposing upon men the rule of drill and drum, it could not have been 
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thought of, for it was the Liberal creed at the time to live in peace with 
one’s neighbors. Yet, Acton often seems to be conscious of the political 
pitfalls set for the unwary: “A true Liberal,” he says, “as distinguished 
from a Democrat, keeps this peril always before him.” “Letters,” p, 
194) And he was convinced that “there is no error so monstrous that 
it fails to find defenders among the ablest men.” (“Letters,” p. 195) 

In recent articles and reviews on Acton and his work, the following 
well-known declaration has been quoted—‘Power tends to corrupt, and 
absolute power corrupts absolutely.” Snipped from its context, it loses 
its force and seems rather bald although the statement is emphatic. In 
the controversy that arose over Acton’s article in the English Historical 
Review on the “History of the Papacy,” Mandell Creighton, the editor 
of the volumes, took issue with the writer, and in one of the most power- 
ful letters that Acton ever wrote, he defended his position. Strange to 
say, this defense of the position which Acton took has not been revealed, 
but it is to be found among his letters to Bishop Creighton and has been 
reproduced in part in the Appendix to the “Historical Essays and Studies,” 
published in 1907. Every word he wrote to Creighton is worth remem- 
bering, for in this generation drawing to a close, we have had, unhappily, 
so many examples of the power which tends to corrupt that the words of 
Acton are as timely now as they were when the article was written in 
1887. There is room only to quote the following excerpt: 


. . » I cannot accept your canon that we are to judge Pope and King 
unlike other men, with a favourable presumption that they did no wrong. 
If there is any presumption it is the other way, against the holders of 
power, increasing as the power increases. Historic responsibility has to 
make up for the want of legal responsibility. Power tends to corrupt, 
and absolute power corrupts absolutely. Great men are almost always 
bad men, even when they exercise influence and not authority, still more 
when you superadd the tendency or the certainty of corruption by au- 
thority. There is no worse heresy than that the office sanctifies the 
holder of it. That is the point at which the negation of Catholicism and 
the negation of Liberalism meet and keep high festival, and the end learns 
to justify the means. You would hang a man of no position like Ravail- 
lac; but if what one hears is true, then Elizabeth asked the gaoler to murder 
Mary, and William III ordered his Scots minister to extirpate a clan. 
Here are the greatest names coupled with the greatest crimes; you would 
spare those criminals, for some mysterious reason. I would hang them 
higher than Haman, for reasons of quite obvious justice, still more, still 
higher for the sake of historical science. (“Historical Essays and Studies,” 
Appendix, pp. 504-5) 


Here is a text which should be hung on the portals of our schools: 


Lord Acton, A Great European 217 


“The law of liberty tends to abolish the reign of race over race, of faith 
over faith, of class over class.” (‘“‘Letters,” p. 196) We ought to take 
the following to heart at this time, for many an honest man might write 
it today in connection with the scandals reported on the front pages of 


our journals: 


.. . We deal only with responsibility for public acts. But with these 
we must deal freely. We have to keep the national conscience straight 
and true, and if we shrink from doing this because we dare not cast 
obloquy on class or party or institution, then we become accomplices in 
wrong-doing, and very possibly in crime. (“‘Letters,” p. 198) 


Acton’s Influence on Gladstone 
How JoHN Mor.ey, when he wrote the “Life of Gladstone,” could miss 
the importance of Acton’s association with Gladstone is difficult to ex- 
plain. Matthew Arnold said: “Gladstone influences all around him, but 
Acton: it is Acton who influences Gladstone.” 

I do not know of anyone who studied the Grand Old Man so closely 
and so deeply as Acton did. This should be clear to those who will read 
that extraordinary letter to Mary Gladstone, dated Cannes, December 14, 
1880, in which Acton devotes many pages to her father’s gifts. In this 
illuminating communication there are many passages that should be pre- 
served because they are of historical value. There is space to mention 
only one or two. Referring to Gladstone’s “science of statemanship,” 
Acton says: 


The decisive test of his greatness will be the gap he will leave. Among 
those who’come after him there will be none who understand that the men 
who pay wages ought not to be the political masters of those who earn 
them, (because laws should be adapted to those who have the heaviest 
stake in the country, for whom misgovernment means not mortified pride 
or stinted luxury, but want and pain, and degradation and risk to their 
own lives and to their children’s souls), and who yet can understand and 
feel sympathy for institutions that incorporate tradition and prolong the 
reign of the dead. . . . (“‘Letters,” p. 147) 


It might be said that the gap was felt before he died. For he was the 
one man, had he not retired, who could have opposed the South African 
policy of Chamberlain and Rhodes with a chance of success. Another 
passage from this letter should be recorded, for what it states is very well 
worth deep consideration at this time: 

- . » We know that the doctrine of equality leads by steps not only logi- 


cal, but almost mechanical, to sacrifice the principle of liberty to the 
principle of quantity; that, being unable to abdicate responsibility and 
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power, it attacks genuine representation, and, as there is no limit where 
there is no control, invades, sooner or later, both property and religion, 
. (“Letters,” p. 146) 

In discussing the propositions of Adam Smith concerning the contracts 
between labor and capital, Acton declares: 
. . . If there is a free contract, in open market, between capital and 
labour, it cannot be right that one of the two contracting parties should 
have the making of the laws, the management of the conditions, the keep- 
ing of the peace, the administration of justice, the distribution of taxes, 
the control of expenditure, in its own hands exclusively. It is unjust 
that all these securities, all these advantages, should be on the same side. 
It is monstrous that they should be all on the side that has least urgent 
need of them, that has least to lose. . . . (““Letters,” pp. 194-5) 


This from a nobleman and a landlord is refreshing and reminds one of 
the notions held by Francis Place, the pioneer who was responsible for the 
reform of labor conditions more than a generation before Acton wrote. 
In a letter dated February 7, 1824, Place said: ““Leave workmen and their 
employers as much as possible at liberty to make their own bargains in 
their own way.” 

On History and Historians 
AND NOW we must turn to some of Acton’s thoughts on history and 
historians. It should be remembered that at that time in England there 
were such outstanding jurists as Sir Henry Maine, Sir Frederick Pollock, 
and Frederick William Maitland—eminent historians who have left in- 
dispensable works. Maitland was recognized as one of the most learned 
men at the University of Cambridge. In referring to Acton’s erudition 


he said: 


If we recall the giants of a past time, their wondrous memories, their 
encyclopedic knowledge, we must remember also how much that Lord 
Acton knew was for them practically unknowable. (“‘Letters,” p. 85) 


Maitland also tells us how Acton toiled “in the archives hunting the 
little fact that makes the difference.” Early in his life Acton realized 
that “no part of modern history has been so searched and sifted as to be 
without urgent need of new and deeper inquiry, and the touch of a fresh 
mind.” And he was convinced that “all understanding of history de- 
pends on one’s understanding the forces that make it, of which religious 
forces are the most active and the most definite.” 

He was conscious, too, that ideas play a more important part in historical 
crises than many writers imagine. On this point he says, “the great 
object, in trying to understand history, political, religious, literary of 
scientific, is to get behind men and to grasp ideas.” 
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I do not know where we should look for a finer exposition of the true 
approach to history than that which is contained in the “Inaugural Lecture 
on the Study of History,” delivered at Cambridge, in June, 1895. The 
reader of this masterly address should remember that it was given more 
than fifty years ago, when there was a sense of liberty in the universities 
which permitted full freedom of thought and speech. The vast scope 
of his erudition was devoted to the preparation of the lecture, and I am 
glad it has been incorporated in “Essays on Freedom and Power,” by Lord 
Acton, issued by The Beacon Press (1948). In the 1906 edition of “‘Lec- 
tures on Modern History,” there is an Appendix of notes covering twenty- 
three pages of small print and dealing with 105 items. It will come as 
a shock to the specialist who treats exclusively of a dynasty, or a political 
upheaval, or the character of a statesman to learn how Acton approached 
his problem: 

You have often heard it said that Modern History is a subject to which 
neither beginning nor end can be assigned. No beginning, because the 
dense web of the fortunes of man is woven without a void; because, in 
society as in nature, the structure is continuous, and we can trace things 
back uninterruptedly, until we dimly descry the Declaration of Inde- 
pendence in the forests of Germany. No end, because, on the same prin- 
ciple, history made and history making are scientifically inseparable and 
separately unmeaning. (“Lect. on Mod. Hist.,” p. 1) 

Those who have taken snippets of history in some of the courses pre- 
scribed in our schools may be surprised to learn from this lecture that 
the present can only be understood by those who have a knowledge of 
the past. Acton says, “If the past has been an obstacle and a burden, 
knowledge of the past is the safest and surest emancipation.” There are 
so many surprises in this address for our students that many will wonder 
why they have not been introduced to it before this. Here is one: “No 
intellectual exercise can be more invigorating than to watch the working 
of the mind of Napoleon, the most entirely known as well as the ablest of 
historic men.” 

When, on fuller knowledge, we re-examine the histories of many of our 
political and religious heroes we find them lacking in the virtues claimed 
for them by their biographers, and Acton pointed this out in his review 
of “Tocqueville’s Souvenirs”: 

We cannot form a judgment until we know the worst of the cause to 
be tried. From the time when the biographical element becomes distinct, 
for the last five hundred years, there is this constant result, that fewer 
characters bear the searchlight; and it may generally be affirmed of ruling 
and leading spirits that, the better we know them, the worse they appear. 
(Lally, op. cit., p. 213) 
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What is the real purpose of research that should guide the investigator 
when he begins to examine the records of the past? Acton in a letter to 
Mary Gladstone gives us a hint of how we should proceed: 


. . . What we want to know is why the old world that had lasted so long 
went to ruin, how the doctrine of equality sprang into omnipotence, how 
it changed the principles of administration, justice, international law, 
taxation, representation, property, and religion. . . . (“Letters,” p. 100) 


Modern History has had a long beginning, and if we are to understand 

how we have reached the present stage, it is necessary to review, as Acton 
did, the amazing changes that shook the world after the discovery of 
America. For him, Modern History began about the close of the fifteenth 
century: 
. . . When Columbus subverted the notions of the world, and reversed 
the conditions of production, wealth, and power; Machiavelli released 
Government from the restraint of law; Erasmus diverted the current of 
ancient learning from profane into Christian channels; Luther broke the 
chain of authority and tradition at the strongest link; and Copernicus 
erected an invincible power that set for ever the mark of progress upon 
the time that was to come. (“Letters,” p. 78) 


Dr. Henry Jackson who knew Acton said, “History, as he conceived it, 
included in its scope all forms of human activity; so that scholars, whom 
others would describe as theologians or jurists were in his eyes great de- 
partmental historians.” 

In the postscript of a letter to Bishop Creighton he gave 


Apvice To Persons Asout To Write History—Don’t 


In the Moral Sciences Prejudice is Dishonesty. 

A Historian has to fight against temptations special to his mode of life, 
temptations from Country, Class, Church, College, Party, Authority of 
talents, solicitation of friends. 

The most respectable of these influences are the most dangerous. 

The historian who neglects to root them out is exactly like a juror who 
votes according to his personal likes or dislikes. 

In judging men and things Ethics go before Dogma, Politics or Na- 
tionality. The Ethics of History cannot be denominational. . . . (‘“Hist. 
Essays & Studies,” Appendix, p. 505) 


The list of subjects treated in the first two volumes of the “Essays” 
covers nearly all the most important epochs and crises in the history of 
Europe and America. It is impossible to put a just estimate upon the 
erudition of Acton, but a student of history will be well repaid to take 
the essays edited by Dr. J. N. Figgis and Professor R. V. Laurence (both 
lecturers at Cambridge) and give them deep consideration, if he has the 


ator 
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slightest desire to appreciate the invaluable work to which Acton devoted 
his career. Moreover, an interested reader will find excitement in the 
new interpretation and in the vast number of emendations of old notions 
which appear on nearly every other page. A thorough reading of the 
contents of the three volumes will go far toward making an informed 
man of one who undertakes the task. It is amazing to find students and 
instructors wasting time on ephemeral studies when they might be delving 
into such mines of information as can be found in Acton’s works. 

A second article to follow will present Acton as a historical and literary 


critic par excellence. 
New York 


The Outlook for Dependency 


WELFARE COMMISSIONER Raymond M. Hilliard of New York City, in 
helping to launch a public solicitation by a private welfare agency, said: “By 
far the greater part of our public assistance program is a child of the Great 
Depression of the Nineteen Thirties. A quantitative measure of the 
change could be made by comparing 1946, a year of great prosperity, 
with 1928, the last full year of high prosperity before the ‘bust’ of 1929. 
such a comparison was made in one city, not New York. Five times 
the number of people were found to be receiving thirty-three times as 
much money from combined public and private assistance in 1946 than 
was the case in 1928. I would like to believe that in another twenty 
years, public assistance, as we know it today, would be only a memory, 
to be replaced by better organization of our social and economic life. . . . 
We now know that unless we ‘attack dependency at its source,’ the public 
assistance loads will continue to rise inordinately and unnecessarily.” 
Every economist and economic journalist would like to believe, with 
New York’s sociologist, that a more rational organization of our social 
and economic life was in prospect in the next two decades. But hardly 
anywhere in the world do we see portents of this, and certainly not in 
capitalist America or socialist Russia, the rival leaders of our time. 
From the Great Depression we learned only to temporize with social and 


economic problems. 
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Food, Soils and People 


THE RACE between population growth and arable land tightens up and 
threatens to exhume old Rev. Malthus any day. During the thirty years 
before World War II, our food output increased at about the same rate 4s 
our population. More rapid increases in food production by far occurred 
during that war. In the past livestock products have supplied 40 per cent 
of our food energy, 60 per cent of our protein, and half of all our nutrients; 
their production has absorbed nearly 90 per cent of the land and 75 per 
cent of the labor used by farmers in food production. The acreage re- 
quired to produce the diet consumed per person has decreased in recent years 
because of increases in crop and livestock yields. But during World War 
II, we could have supported more than 200 million persons with our land 
resources, had they consumed the adequate low-cost diet developed by the 
Bureau of Human Nutrition and Home Economics. (See in this connec- 
tion Raymond P. Christensen’s article in The Agricultural Situation, Sept. 
1948). 

In an address last Fall, Dr. Charles E. Kellogg, a leading U.S.D.A. soil 
scientist, said what the world needed to solve its food problem was to 
develop social institutions to put its soil into production. He estimated 
that 1.3 billion acres of so far unused land can be developed for crop 
production, a billion in the Tropics, Africa, South America and on large 


tropical islands; the remainder in the Temperate Zone and the frozen 
tundra. He also estimated that agricultural production in the United 
States and elsewhere in the world could be increased 20 per cent or more on 
present acreages. He held that 1960 world needs for cereals, roots, tubers, 
and sugar could be met without resort to new soils or yield increases, but 
that either or both would be required to supply the little more fats and oils 
and much more beans, peas, nuts, fruits, vegetables, meat and milk the 


world requires. 

The main factors implied in enabling the world to meet its food needs 
are, according to Dr. Kellogg, fundamental research, education, and parallel 
development of industry. He also advocated the manufacture of more 
fertilizers; rapid world-wide distribution of improved germ plasma, seeds, 
and plants; irrigation and hydroelectric development where needed; new 
methods of controlling diseases and insects over wide areas; improved 
facilities for producing the machinery and equipment required; world-wide 
publication of simple illustrated pamphlets for farm families. 

T. SwANN HARDING 


USDA, 
Washington, D. C. 


The Business Leader in Theory and Reality 


By Fritz REDLICH 


THE QUESTION of economic and business leadership was not among the 
problems that worried the founders of classical economics, and for their 
followers it was only of very minor importance. The early classical econ- 
omists, in line with the advanced thinking of their time, but with dis- 
astrous results for the advancement of economics, transplanted Newtonian 
conceptions into a social science that blinded them to the réle of economic 
and business leadership. Only in recent decades has attention been focused 
on this problem. The reason classical thinking in this respect is on the 
point of being abandoned is two-fold. Static theory has been supple- 
mented by a theory of economic development, which latter theory cannot 
overlook the réle of the innovator; on the other hand, intensive research 
in the field of business administration has shown that leadership plays a 
part in the large corporation just as well as in the small and medium-sized 
enterprise. In this essay a special sector from the broad field of economic 
and business leadership will be investigated. The author will try to recon- 
cile discrepancies between economic theory and such facts as have been 
brought to light by research on business administration. In addition, he 
wishes to show a certain aspect of the problem in its historical setting.’ 


I 
A STUDY OF BUSINESS ENTERPRISES reveals that three functions have to be 
performed in every concern in addition to those of white collar and other 
workers. First, permanent and responsible capital (venture capital) must 
be provided which bears the brunt in case of loss so that the enterprise 
becomes credit-worthy*; secondly, the purpose of the enterprise must 


“The theory of the entrepreneur and its history have been treated by this author in 
Chapter I of his “History of American Business Leaders,” Vol. I (Ann Arbor, 1940). 

In recent years the problem of entrepreneurship has been much discussed by economic 
historians. See especially Arthur H. Cole’s presidential address “An approach to the 
Study of Entrepreneurship” in The Tasks of Economic History (Supplement to the Jour. 
Econ. Hist. V1 [1946]); this collection of papers contains two further articles on the 
subject. Joseph A. Schumpeter took up Prof. Cole’s suggestions in “Comments on a 
Plan for the Study of Entrepreneurship,” mimeographed copy, 1947, and again discussed 
the subject in “The Creative Response in Economic History” in Jour. Econ. Hist. VII 
(1947), p. 149 ff. There exists since the fall of 1948 a “Research Center in Entre- 
preneurial History” at Harvard University. 

* Down to the middle of the nineteenth century, before the corporation rose to domi- 
nance in the industrial field, there could be no doubt that the provision of permanent 
and responsible capital for an enterprise was a function fulfilled within that enterprise 
by its owners, be they sole owners, partners, or “proprietors” (stockholders) of a corpora- 
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currently be determined and the enterprise itself fitted into the market and 
the national economy; and thirdly, its inner organization must be kept 
running. In the theoretical analysis one can assign to each function a 
function bearer or representative. Those who provide the capital can be 
called “capitalists,” those who determine the purpose, the spirit, and the 
place of the enterprise in the market and the national economy can be 
called entrepreneurs, and those who keep the organization functioning can 
be styled managers. Theoretical analysis does not demand that one assigns 
to each function a single individual as function bearer: one man or several 
men in common can act as such. But for the purpose of theoretical clar- 
ity it is desirable that each function be considered as being fulfilled by a 
separate man or group of men. 

In so doing the theorist makes out of “capitalist,” entrepreneur, and 
manager what Max Weber has called an “Idealtypus.” The word Ideal- 
typus was coined to cover, in an epistemological context, certain generic 
terms used in the social sciences. Such generic terms, as for instance: 
economic man or capitalism, originate in a logical process by which the 
student consolidates in his mind institutions, events, and relationships so 
as to form a consistent system of thought. Elements existing in social 
reality are by that logical process purified and freed from all those contra- 
dictions and ambiguities which are typical of that reality. The Idealtypus 
itself, this consistent, logical, purified image of a social reality is some sort 
of Utopia. It does not accurately portray reality; it represents a one 
hundred per cent purified picture of reality in which all disturbing factors 
are eliminated so that it is possible to understand and delineate social phe- 
nomena by comparing them with the Idealtypus thereof. 

There is, however, still another group of generic terms used in the social 
sciences, as, for instance, businessman or worker or factory, and the like. 
These generic terms are different from those previously described in that 
they are meant to represent reality itself with-all its contradictions and 


tion. In the modern corporation, on the other hand, the stockholder is so loosely con- 
nected with his concern that some economists are inclined to consider the provision of 
even permanent and responsible capital as the function of the investor whom they con- 
sider as standing outside the enterprise. The contribution of capital, in the eyes of these 
economists, stands on the same level as the furnishing of labor or the selling of material 
by purveyors. This author recognizes that the change in economic reality alluded to 
above is bound to be reflected in a change of theory devised to elucidate that reality. 
But he cannot adopt that point of view for himself because it implies thet the legal 
owners of a certain type of enterprise are considered outsiders, the men who have to bear 
the brunt of every loss, who at the same time are the profit recipients, and, under certain 
circumstances, if organized, can change the administration. All those who provide per- 
manent or temporary capital in the capacity of creditors of the enterprise concerned are 
definitely outsiders, of course. 


|_| 
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ambiguities. A generic term of this type may be called Realtypus, a word 
not used heretofore in the American literature.* While it is an essential 
characteristic of the Idealtypus not to be found in reality exactly as de- 
fined in theory, representatives of any Realtypus are to be met at every 
turn and perhaps one does not go too far in claiming that very often the 
Idealtypus has its counterpart in a Realtypus. This line of thought will 
be taken up again later. 

Since “capitalist,” entrepreneur, and manager fulfill certain functions 
within the enterprise, they have by necessity the power of decision in their 
particular fields. It is not correct to define the entrepreneur, as has been 
done, as the man who makes the decisions within the enterprise. In fact, 
all three make decisions. The moneyed man decides which enterprise he 
wishes to back as one of its “capitalists” and which to abandon, thereby 
possibly determining its fate. Dividend and investment policies reflect his 
attitude whether it is articulate or imputed. Executives determining the 
investment of corporate funds in other enterprises appear as “‘quasi-capi- 
talists” acting for their constituents. The entrepreneur, on the other 
hand determines the objectives of the enterprise, its structure, and its place 
in the market and the national economy. The manager, finally, makes 
those decisions which have to do with the working (running) of the enter- 
prise or plant. In the hands of the entrepreneur, the enterprise resembles 
an organism, kept alive by his decisions; in those of the manager it re- 
sembles a mechanism kept in good working order. Disregarding those of 
the “capitalist,” it is important to draw the line between entrepreneurial 
and managerial decisions. By way of comparison one can call the former 
strategical and the latter tactical; in most cases the former will be major, 
the latter minor; the former will be broader and general, the latter nar- 
rower and specific; the former will refer to what to do, the latter to how 
to do it. Essentially, the field in which the decision takes place deter- 
mines its character as entrepreneurial or managerial. 

From these statements it should be clear that the definition of the entre- 
preneur as the policy-making agent within the enterprise is as mistaken as 
that criticized above: there is entrepreneurial as well as managerial policy, 
in that it can refer to one of the two broad fields characterized previously. 
Since both manager and entrepreneur make decisions and since the former 
may determine policy in his respective field, the economist cannot withhold 
the recognition as business leader from the manager to the extent that he 
actually determines policy. 


; * The concepts Idealtypus and Realtypus are criticized by Hans Ritschl, “Wandlungen 
r Men und in den Methoden der Volkswirtschaftslehre” in Schmollers Jabrbuch LXVII 
» pp. 12, 13. 
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II 

TURNING FROM STATIC to dynamic theory™ the subject of interest shifts. 
The problem under investigation is no longer leadership in business, but 
economic leadership, not leadership within the enterprise, but leadership 
within the national economy, leadership on new ways, in consequence of 
which the course of economic history is changed. This dynamic leader- 
ship can be exerted either in the field of capital investment or with regard 
to the purpose of an enterprise and its place in the market or national 
economy, or, finally, with regard to its organization. Per definitionem 
such leadership will be exerted by “capitalists,” entrepreneurs, and man- 
agers, respectively. These men, if taking action which influences eco- 
nomic development and which thus elevates them to subjects of dynamic 
theory, should be distinguished from their brethren who do not. It is 
suggested that they be called creative “capitalists,” creative entrepreneurs, 
and creative managers, respectively. 

The creative “capitalist” is a man who invests funds in a new and un- 
tried type of venture and, in so doing, makes economic progress possible 
in a particular field. The importance of his function in economic develop- 
ment should not be underestimated. He incurs heavy risks and must 
possess more than usual courage and vision. The men who invested con- 
siderable sums in the first commercial bank of this country, the Bank of 
North America, thereby bringing it into existence, such as Robert Morris, 
Jeremiah Wadsworth, John Barker Church, and others, are prototypes of 
creative “capitalists”.* | What this author calls “creative entrepreneur” 
is identical with Professor Schumpeter’s term “entrepreneur,” the man 
who effects new combinations of the factors of production.® But it is 


38 The phrase “dynamic theory” is used in this paper to connote the theory of 
economic development. 

“The author has given another example of a creative capitalist in his “History of 
American Business Leaders,” p. 16. 

° The author has recently found to his great surprise that this concept is contained in 
nuce in Jeremy Bentham’s “Defence of Usury,” (Philadelphia edition of 1796), pp. 134 
ff., 143, 144, 146. Schumpeter’s “entrepreneur,” designated “creative entrepreneur’ in 
this paper, appears as “projector” in Bentham’s book: “But the stepping aside from any 
of the beaten paths of traffic is regarded as a singularity, as serving to distinguish a man 
from other men. Even where it requires no genius, no peculiarity of talent, as where it 
consists of nothing more than the finding out a new market to buy or sell in, it requires, 
however, at least a degree of courage which is not to be found in the common herd of 
men. What shall we say of it where in addition to the vulgar quality of courage it 
requires the rare endowment of genius, as in the instance of all those successive enterprises 
by which arts and manufacturers have been brought from their original nothing to 
their present splendor.” “. . . for the fabric of national opulence . . . required the . - - 
hand of a projector to lay the first stone.” “Let Titius have found out a new dye, more 
brilliant or more durable than those in use, let him have invented a new and more con- 
venient machine or a new and more profitable mode of husbandry, a thousand dyers, 
ten thousand mechanics, a hundred thousand husbandmen may repeat and multiply his 
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not identical with the term innovator, which has recently been proposed, 
since the latter concept can include also the creative manager whom the 
theorist should keep separate from the creative entrepreneur. 

What then is the creative manager? He is the man who in the field of 
internal organization leads in new ways. James G. Cannon, vice-president 
of the Fourth National Bank of New York, exponent of what was then 
called the “‘scientific credit movement,” who created the first credit de- 
partment of any metropolitan bank, or Charles R. McKay, are examples 
of creative managers. The latter, Deputy-Governor of the Federal Re- 
serve Bank of Chicago, had been transit manager of the First National Bank 
of Chicago and was considered an authority in his field. At the latter 
bank he developed the numerical classification of financial institutions for 
clearing purposes, a method which had far-reaching consequences for bank 
management and labor force alike. Without this innovation it would 
have been almost impossible to introduce accounting and calculating ma- 
chines into the banking practice, which, in turn, facilitated the invasion 
of banking by the cheaper female labor. When the Federal Reserve Sys- 
tem was created, McKay contributed a second time to economic develop- 
ment, becoming creative once more in his capacity as manager. He wrote 
the preliminary memorandum on clearings and collections that formed the 
basis of those recommendations which were embodied in the final report 
(also shaped by McKay) of the committee appointed to work out the details 
of the nation-wide check clearing system of the Federal Reserve Banks.° 
success.” Bentham arrives at the conclusion that the usury laws should be dispensed with 
in favor of “projectors.” It is especially interesting that this material is to be found in 
a polemic letter to Adam Smith who is rightly accused therein of not having seen the 
importance of the projector, that is, of the creative entrepreneur. 

Bentham himself developed his concept from an older one embodied in Daniel Defoe’s 
“An Essay upon Projects,” published in 1697; see the second chapter, entitled “Of Pro- 
jectors.” “Masters of more cunning than their neighbors turn their thoughts to private 
methods of trick and cheat . . . Others . . . turn their thoughts to honest invention, 
founded upon the platform of ingenuity and integrity. These two last sorts are those 
we call projectors . . . the number of the latter are very inconsiderable in comparison 
of the former . . . A mere projector then is a contemptible thing . . . But the honest 
projector is he who having by fair and plain principles of sense, honesty, and ingenuity 
brought any contrivance to a suitable perfection . . . puts his project in execution and 
contents himself with the real produce of his invention.” 

°F. Cyril James, “The Growth of Chicago Banks” (New York and London, 1938), 
pp. 906-7. 

The introduction of female labor into banking which became possible through McKay’s 
managerial achievement must be seen on the following background: “When through the 
instrumentality of [U. S.] Treasurer [Francis Elias] Spinner [1802—1890, U. S. Treasurer 
1861-1875] the doors of the Departments of Government were opened to the employment 
of women, other doors were soon opened. It was discovered that if their services were 
of use to the Government, they might be made available in other offices and business 


houses.” Quoted from a leaflet of the General Spinner Memorial Association. George S. 
Coe Papers, Baker Library, Harvard University. 
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Men like Cannon and McKay did not fit an enterprise into the market 
and the national economy and thus in the sense of static theory they did not 
become entrepreneurs. They did not effect new combinations of the fac- 
tors of production (they did not embark in the production of a new prod- 
uct, did not develop a new market, did not open new sources of raw 
materials, did not find new locations, did not develop new sales methods or 
the like). Therefore they were not creative entrepreneurs in the sense of 
dynamic theory. But nevertheless they made history and determined the 
whole development of our economy by radically changing the internal 
organization of business in their line through the adoption of new methods. 
Nobody will deny the great economic importance of the introduction of 
nation-wide check clearing into America. 


Ill 


AT THIs POINT shifting the lights from theory to life, and disregarding 
the carriers of economic development as described above, one realizes that 
the manager of theory exists in reality. There are foremen, store man- 
agers, plant managers, and the like who never in their lives and during their 
careers make anything except managerial decisions. The Realtypus man- 
ager corresponds in life to the Idealtypus manager of theory. With regard 
to the “capitalist” of theory as circumscribed above, one may doubt whether 
its counterpart in life can be called capitalist. As a matter of fact there are 
many people who, whatever their occupations, invest funds in enterprises 
in the form of permanent and responsible capital. They make decisions 
in so doing or in withdrawing invested capital; in upholding or abandoning 
a tottering enterprise; in accepting or rejecting proposals in case of reor- 
ganization or consolidation, thereby determining the fate of the enterprise 
as whose “capitalists” they function. Thus the Realtypuses: investor, 
owner, partner, stockholder, and even to a certain extent, chief financial 
officer of a corporation correspond in life to the Idealtypus “capitalist” as 
presented here. (Of course the author is well aware of the fact that the 
term capitalist offers itself also as an adequate name for other economic and 
social phenomena. ) 

The situation regarding the entrepreneur is clear. To the Idealtypus 
entrepreneur there is no corresponding Realtypus entrepreneur. The cor- 
responding Realty pus is the business administrator. What distinguishes the 
entrepreneur of theory from the business administrator of practice are 
two facts. First, the latter is, as a rule, both entrepreneur and manager. 


The entrepreneur pure and simple is very rare in economic life. That 
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is to say, there is on the whole nobody in the administration of an enter- 
prise who in the course of his administrative dealings does nothing except 
to fulfill entrepreneurial functions. But, secondly, even if we should 
discover, as we will, a business administrator whose time is one hundred 
per cent so spent, in a large scale enterprise he alone would not be the 
entrepreneur of theory. Only in conjunction with other business admin- 
istrators, most of whom would be both entrepreneurs and managers at the 
same time, does he represent the entrepreneur of theory. 

For the understanding of this statement the places within the enterprise 
where entrepreneurial functions are performed may be recapitulated. In 
the small and medium-sized concern, which regardless of the legal form is 
called a “one-man enterprise” because it is dominated by a single man, one 
can put the finger on the one who in this particular enterprise stands for 
the entrepreneur of theory. In the average medium and in the large scale 
enterprise, however, as Gordon has rightly stressed recently,’ entrepreneurial 
functions are fulfilled at different places in the organization and by different 
men, who taken together constitute the entrepreneur of theory.* Chief 
executives, members of the boards of corporations, committees of staff 
members, committees of boards of corporations, and numerous members of 
the staff down the line can make and have made entrepreneurial decisions 


and have determined entrepreneurial policy. This they have done officially 
or unofficially, that is, simply by influencing the man or the men who have 


the power of decision. 

But one cannot even stop here. People outside of an enterprise who 
personally, or as members of another enterprise, possess or represent a 
controlling interest can also make entrepreneurial decisions for an enterprise 
with whose staff or board they are not legally connected. To give an 
example: when in the early Nineteen Hundreds the United States Steel 
Corporation saw a fight for power between Judge Gary and Charles M. 
Schwab, it was J. P. Morgan who decided it in favor of the former. Con- 
sequently, Schwab left, and built up a flourishing steel concern of his 
own; while the United States Steel Corporation, led by the less efficient of 
the two, started declining. Morgan’s decision was of the highest im- 
portance for the United States Steel Corporation, but he was, from the 
legal point of view, an outsider, since he did not sit on its board.® 


"Robert Aaron Gordon, “Business Leadership in the Large Corporations,” (Wash- 
ington, 1945), passim. 

* This point has been clearly seen before by von Gottl-Ottlilienfeld. 

*Incidentally we may be near the point at which government administrators make 
entrepreneurial decisions for business enterprises, with which, of course, they are not 
legally connected. 
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To sum up: In the modern large-scale enterprise the entrepreneur of 
theory is or can be represented by a number of co-operating and contending 
business administrators, plus a co-ordinating chief executive’ who is 3 
business administrator himself, plus controlling outsiders if they exert 
an influence on the policy of the concern. Disregarding the outsiders for 
the time being, the nearer the top the business administrators are the more 
of their time will be spent in doing the job of the entrepreneur, and the 
less with the job of the manager; while at the bottom of the ladder stands 
the manager who only occasionally makes a decision which is entrepre- 
neurial in character.’ Both entrepreneurial and managerial decisions stand 
for the will of the enterprise in question and are made in its behalf. They 
are thereby fundamentally different from decisions made by outside 
agencies such as trade unions or legislative and governmental bodies or 
cartels which may force a change in policy on an enterprise. The latter 
type of decision is made with a view to, but not in behalf of the enterprise 
which has to react on them by entrepreneurial or managerial decisions, re- 
spectively. The answer to a trade treaty, for instance, will be an entre- 
preneurial, that to the administrative order of a public-health agency a 
managerial decision. 

IV 
So FAR consideration of the problem of risk has been avoided, although, as 
a matter of course, entrepreneurial and some managerial decisions result 
ipso facto in the creation of risks. It goes without saying that the risk 
created by entrepreneurial and managerial decisions falls first of all on the 
enterprise in question as such; its existence is at stake in connection with 
every major decision. It would be a truism to state that the enterprise bears 
the risk evolving from entrepreneurial decisions. The real economic prob- 
lem is that of risk-bearing within the enterprise, a distinction which, inci- 
dentally, should be seen in a broader context. There are two different 
problems at the root of all discussions in the field under investigation. 
First, down to the eighteenth century individuals in their capacity as 


* Chester I. Barnard’s “executive,” the man who maintains an organization in opera- 
tion, is also an “Idealtypus.” Barnard himself is aware of the fact that “probably” all 
executives do a good deal of non-executive work. Barnard’s “Idealtypus” executive is, 
not congruous, of course, with the “Idealfypus” entrepreneur. To the extent that the 
“executive” maintains the organization in its relations with the external world he fulfills 
entrepreneurial functions, to the extent that he keeps it from disintegrating he assumes 
managerial ones. As commonly used, the term executive covers a “Realtypus” which is 
almost identical with that of business administrator. (“The Functions of the Executive, 
Cambridge, 1938, especially pp. 215, 216.) 

™ Entrepreneurial decisions of members of a board of outsiders will also tend to be 
occasional, while at the same time they will not make anv decisions which are managerial 
in character. 
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merchants, craftsmen, farmers, etc., were the carriers of economic life. 
A partnership was then an aggregate of individuals, and corporations held 
only a negligible share in the economic field. In contrast, modern economic 
life is carried on by social structures (firms), not by individuals, as such. 
But, secondly, this does not mean that the individual has disappeared from 
the economic scene; nothing could be farther from the truth. What has 
changed is his réle therein: instead of carrying economic life as an indi- 
vidual he carries it by determining the will of those social structures which 
are decisive in modern economic life. 

When one speaks of risk-bearing within the enterprise one must keep in 
mind that two types of risk are involved in entrepreneurial decisions: they 
can be characterized as financial and as “other” risks. In contrast to 
Adam Smith’s day and to the early nineteenth century, in our era it is 
typical of economic life that the man or men who make the decisions in 
the enterprise do not as a rule bear the financial risk. (They may do so 
to a certain extent as “capitalists” or creditors.) To be sure, the decision- 
maker always bears a risk, but one classed above as “other.” If he makes 
serious mistakes which lead to a heavy loss or breakdown of the enterprise 
whose will determines, he may lose his job, endanger the jobs of family 
members and he may lose his source of income and the standing within his 
community. But when one speaks of risk-bearing one usually means the 
financial risk, and the latter is borne by those who, in one capacity or 
another, have provided capital to the firm in question. 

In this connection a development has taken place which parallels the 
one described above.’* For many decades following the time of Adam 


Smith the decision-maker was a “proprietor” of the enterprise for which 
the decision was made. But, as has been described, economic development 
has now reached the point where the man who makes entrepreneurial deci- 


sions is, as a rule, an employee and in some cases may not even legally be 
connected with the enterprise. In those earlier decades it was a matter of 
course that the risk resulting from decisions was borne by the men owning 
the enterprise and to a large extent by the decision-maker in his capacity 
as one of them (“‘capitalist”). The financial risk of a corporation today, 
however, is widely distributed. It is borne by owner investors, by non- 
owner investors, by banks as providers of short-term capital and by pur- 
veyors in their capacity as creditors. (The owner-investor bears the first 
brunt and it is therefore advisable to treat him differently from the others, 
as has been done in the analysis presented in section I). This distribution 
See footnote 2. 
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of risk has important consequences. The four categories: owner-investors, 
non-owner investors, providers of short-term capital, and purveyors as 
creditors can be made up of firms themselves and to the extent that firms 
are risk-bearers the risk is actually borne by their own owner-investors, 
non-owner investors, lenders of short-term capital, and purveyors; and so on 
ad infinitum. In the last analysis, someone may bear the risk evolving from 
entrepreneurial decisions for an enterprise of which he has not as much as 
heard the name. This diffusion of risk is of great importance for the func- 
tioning of our economic system because it enables the national economy 
to survive the disasters of large scale enterprises. It is evident that one must 
discard the age-old concept of the entrepreneur as the risk-bearer and make 
a clear distinction between decision-making which results in risk and the 
bearing thereof, if one wishes to understand modern enterprise and business 
leadership. To repeat: the modern business leader as a rule does not bear 
the financial risk that evolves from his decisions. 

At this point a few words must be said about entrepreneurship and profit. 
Barring some exceptions, such as windfalls, profit is due to the activities of 
the entrepreneur, but it does not necessarily accrue to him. In order to 
understand the present situation one has to cut loose from another old 
concept, namely the concept of profit as being what is left from the income 
of an enterprise after wages, rent, and interest have gone to their respective 
recipients. This theorem does not fit twentieth century reality. For 
understanding the latter one must rather define profit as that part of the 
income of an enterprise that is due to the activities of the entrepreneur, in 
contrast to those parts which are due to the contributions of land, labor, 
capital, and management, the latter as defined before. 

Thus we have reached another problem, namely, that of the distribution 
of “profit” in the above sense. In tackling it one has to keep in mind that 
in our century the entrepreneur appears typically as the employee of a 
corporation and his remuneration, or the largest share thereof, is paid in 
the form of a salary. Consequently the distribution of “profit” will depend 
on the distribution of power within the enterprise, on bargaining capacity, 
and accidental factors, such as the availability of one or several men for a 
position requiring entrepreneurial capacity.’** Occasional entrepreneurial 


#28 The problem was already seen by Francis A. Walker: “Disguised profits also enter 
into the dividends of many companies or corporations which have had the good fortune, 
good sense and good feeling to retain as managers men of the highest business ability, born 
captains of industry, who yet by considerate treatment and high salaries (the force of 
habit and perhaps pride in the work concurring) are induced to remain long after they 
have reached the pitch of reputation which would give them command of the situation if 
they chose to set up as manufacturers for themselves.” “The Doctrine of Rent and the 
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contributions of men down the line, as have been described above, may 
well remain without any reward; or to put it differently, profit due their 
entrepreneurial activities may go to capitalists or employees of the corpora- 
tion who are the superiors of the entrepreneurs. Very important for the 
distribution of “profit” is whether or not the entrepreneur controls the 
corporation and how essential a large venture capital is for its success. It 
is at this point that the risk problem enters the scene. The distribution of 
“profit” within the enterprise runs the gamut between the entrepreneur 
receiving all “profit” and the entrepreneur being exploited. In the former 
case we may find extremely high salaries of corporation officials and numer- 
ous members of their families employed, while no or only low dividends 
accrue to the stockholders. In the latter case the real head of the corpora- 
tion (entrepreneur) may receive no more than wages of management while 
dummy presidents representing the controlling groups are highly paid and 
large dividends are enjoyed by the stockholders. Incidentally, in an era 
of strong and ruthless labor unions, “profit” (that share of the income 
of an enterprise that is due to the entrepreneurial contribution) may well 
be absorbed by high wages to the labor force which in this case would col- 
lectively exploit the entrepreneur. The exploitation of the entrepreneur 
which became possible when he moved into the position of a salaried em- 
ployee of a corporation is, however, by no means a new problem. It 
appeared also in the era of partnerships, only in a different garb. At that 
time it was common that well established businessmen took into their enter- 
prises promising young men as junior partners who, in many cases, after a 
few years became the entrepreneurs. Nevertheless the senior partners who, 
to the same extent, retired into the position of highly trusted capitalists, con- 
tinued to receive the lion’s share of the “profit” (that part of the income 
of the partnership that was due to the contribution of the entrepreneur). 

To put it differently, dividends paid to the stockholders of a corporation 
may contain “profit” besides interest (to the extent that the shares are 
represented by real capital) and rent (to the extent that the corporation is 
a land owner). Again “profit” may appear in the salary account: high 
salaries of corporation officials which are larger than customary wages of 
management can be expected to contain a good deal of “profit.” In ex- 
ceptional cases, if labor unions have established a tight monopoly, “profit” 
may even appear in the wage account. 


Residual Claimant Theory of Wages” (first published in the “Quarterly Journal of Eco- 
nomics) in Francis A. Walker, “Discussions in Economics and Statistics,” Davis R. Dewey, 
ed. (New York, 1899), I, p. 427. 

Recently the matter has been touched upon by Guido Turin, “Der Begriff des Unter- 
nehmers” (Ziirich, 1947), pp- 113, 213, 220. 
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SOME HISTORICAL MATERIAL may contribute to illuminating the theoreti- 
cal problem. In Adam Smith’s time capitalist, entrepreneur, and manager 
were combined in the person of the merchant or small industrialist typical 
of the late eighteenth century. However, when the corporation became 
important in the industrial and banking fields, the capitalist split off, and 
Jean Baptiste Say discovered the entrepreneur, in fact the manager-entre- 
preneur typical of the nineteenth century. The latter was rather a man- 
ager who fulfilled entrepreneurial functions whenever necessary. In the 
second half of the nineteenth century, Francis Amasa Walker in America 
and various German economists in Europe,'* taking the next step in theo- 
retical progress, discovered the manager as distinct from the entrepreneur, 
and, in fact, a change had taken place in the meanwhile. In the large- 
scale enterprise the old manager-entrepreneur (with the emphasis on the 
manager) was being replaced by the modern entrepreneur-manager (with 
the emphasis on the entrepreneur). 

It seems to this author that (at least in America) business administra- 
tors in the field of banking first freed themselves from most managerial 
detail and came nearer to the modern type of entrepreneur-manager. He 
thinks of such men as Nicholas Biddle and the New York banker Isaac 
Bronson.“* But for their times, the Eighteen Twenties and Eighteen 
Thirties, these men represented exceptions. A much later generation, that 
born in the Eighteen Thirties, the one that found itself at the fork in the 
road leading on the one hand to “business” and on the other to “industry,” 
as Veblen put it, created, as a typical phenomenon, the new type of busi- 
ness administrator who is an entrepreneur who has freed himself from most 
managerial function. Andrew Carnegie and J. P. Morgan were early 
representatives and the most impressive of the new type. The historian 
who is acquainted with the manner of living and the methods of work of 
pre-Civil War business leaders (men like Peter Cooper, Abram S. Hewitt, 
William Sturgis, etc.) is amazed when he reads the authorized biographies 
of the above two men. 

Andrew Carnegie did not work regularly; in fact, he disliked work. 
He spent most of the year away from his enterprises on pleasure trips or 
at his castle in Scotland. He wrote silly and insincere books which were 


* The theoretical discovery of the manager as distinct from the entrepreneur has been 
described in some detail by the author in his “History of American Business Leaders,” 
pp. 7-8. 

See this author’s “The Molding of American Banking,” (New York, 1947), pp. 45 
ff., 110 ff. 
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admired by a generation that adored money, bigness, and success. He had 
numerous interests that had nothing to do with his enterprises, of which, 
in fact, he knew very little. He was a master in money making rather 
than a far-seeing leader of his enterprises. Nevertheless, his was the ulti- 
mate power of decision; he was the driving force; he set the pace for his 
enterprises, and he contributed much through his contacts to their suc- 
cess. Thus he was one of those who created a new social type, which like 
every other social innovation resulted in all sorts of difficulties. There 
was much friction and bad feeling within his enterprises. For Carnegie’s 
lieutenants were no longer manager-entrepreneurs of the old type, let 
alone mere managers. Nevertheless much of their entrepreneurial func- 
tions had been taken away from them by one who fulfilled one hundred 
per cent entrepreneurial functions, but was not alone the entrepreneur of 
theory in the concern in question. Those men plus Carnegie were the 
entrepreneur of theory. They knew that industrially they were much 
smarter and much more important than their “big boss.” This fact under- 
lay the conflict between Carnegie and Frick, the bad feeling of Phipps 
(who was a manager, not an entrepreneur by character), and the un- 
easiness felt by most of the other Carnegie officials who often thought of 
throwing off the golden yoke. The result furthermore was that Carnegie 
could never take a high-ranking outsider into the administration of his 
enterprises. These were run by young men, whom he had promoted and who 
were more or less accustomed to the idea that they did the work while 
he goaded them, whip in hand, and that he had the final decision and made 
most of the money, although they were indispensable for the functioning 
of the concern.*® 

J. P. Morgan’s case is different in detail, but fundamentally the same. 
In contrast to Carnegie, he was a worker; however, he did not work more 
than nine months in the year. The remaining three months he spent 
traveling in England, France, Switzerland, or Egypt. He enjoyed yacht- 
ing, dog-breeding, and shopping. He was a collector of books, manu- 
scripts, pictures, miniatures, china, and jade. When one keeps in mind 
the devotion to business of the hardworking earlier type of business leaders 
and their Puritan pride, one is surprised how often his son-in-law and 
biographer stresses the fact that Morgan enjoyed a very good time. Even 
while working we see him one day each week besides Sunday at his country 
home in the Hudson valley, almost every evening in summer on board his 


“Burton J. Hendrick, “The Life of Andrew Carnegie,” (Garden City, New York, 
1932); James Howard Bridge, “The Inside History of the Carnegie Steel Company,” 
(New York, 1903). 
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yacht and every so often in his mountain camp or on an island off the coast 
of Georgia. It was this very ability to relax that enabled him to shoulder 
the tremendous responsibility and strain of his position. As a matter of 
fact, Morgan, like Carnegie, thus became the prototype of the man who 
performs entrepreneurial functions pure and simple, the prototype of the 
great business leader who has got rid of all management and has yet re- 
mained the decisive figure in his enterprise, thereby being a powerful factor 
in the economic life of his nation. 

Morgan’s lieutenants, however, again like Carnegie’s were the typical 
modern entrepreneur-managers, and in contrast to an earlier stage of social 
development, in the most important matters subject to the final decision 
of the man who fulfilled entrepreneurial functions pure and simple. They 
were lesser entrepreneurs than he but far more than mere business man- 
agers, and were more entrepreneurs than the old type manager-entrepre- 
neurs. They shared the responsibility*® and had to do all the actual work. 
Again they, plus Morgan, represented in the banking house the entrepre- 
neur of theory. The men could not afford to live as Morgan did but, al- 
though there was apparently much more harmony around Morgan’s office 
than in Carnegie’s shops, these men were worked to death. Morgan’s biogra- 
pher states that the former tired out most men with whom he worked or 
who worked under him.** One of his early important partners, Egisto P. 
Fabbri, resigned; Charles H. Coster broke down; other partners, such as 
George W. Perkins and Robert Bacon, left after a number of years. 

Thus there can be no doubt that the phenomenon, which Gordon was 
probably the first to describe in a systematic treatment in 1945, was then 
at least fifty years old. 

VI 
To suM uP: to the conceptions of capitalist, manager, and entrepreneur 
in the static theory correspond the conceptions of creative capitalist, crea- 
tive manager, and creative entrepreneur in the dynamic theory. Both the 
Idealty puses entrepreneur and creative entrepreneur have their counterpart 
in life in the Realtypus business administrator who may or may not gain 
influence on economic development. If he does, then he corresponds to 
the creative entrepreneur of the dynamic theory, if not, to the entrepre- 
neur of the static. What distinguishes the business administrator of mod- 
ern economic life from the entrepreneur of theory are two features: first, 


* Robert Bacon, for instance, one of Morgan’s partners, was responsible for the out- 
break of the Hill-Harriman war. 

™ Herbert L. Satterlee, “J. Pierpont Morgan,” (New York, 1939), p. 551. See also 
Lewis Corey, “The House of Morgan,” (New York, 1910). 
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most business administrators in contrast to the entrepreneurs of theory 
fulfill managerial functions in addition to entrepreneurial. Secondly, even 
those few business leaders who have got rid of all managerial detail and 
who spend one hundred per cent of their time with entrepreneurial work 
are not the theoretical entrepreneur in their enterprises. The enterpre- 
neur of theory has his counterpart in the modern medium and large scale 
enterprise in a number of co-operating and contending business adminis- 
trators, who perform entrepreneurial and managerial functions in various 
degrees, co-ordinated by a chief executive.** 

Belmont, Mass. 


The author is indebted to Prof. Arthur H. Cole for reading the manuscript and for 
offering valuable suggestions. 


Rights to the Land in India 


AFTER A DEBATE of several days, the Constituent Assembly of the State 
of India in New Delhi adopted a seven-point article on fundamental rights 
last December. Unlike the United Nations, which in framing a bill of 
human rights seemed to be totally unaware that man has special rights to 
the land and natural resources, the Indian legislators were aware that any 
adequate statement on fundamental rights involved man’s right to the 
earth. In the course of the debate, according to a domestic broadcast over 
the New Delhi radio, this question came up: ““A new point was proposed 
by Sir Govind Das who said that the proposed rights of property might 
come in the way of the progressive legislation, and by Chaudhuri Anil 
Singh, who thought they might go against laws like the Land Alienist Act 
of East Punjab and create a new crop of zamindars. On the other hand, 
Mr. Pontethrai welcomed these provisions saying Harijans would hence- 
forth be enabled to acquire land, a right they had hitherto not enjoyed. 
Mr. Deshpande Gupta also welcomed the general rights to acquire land.” 
What these allusions mean precisely this writer will be in no position to 
know until some specialist in Indian land economics analyzes the article 
and the debate in this or some other journal in the field. They seem to 
indicate, however, an awareness of the ethical and technical economic 
aspects of the land question which one expects to find only in such organi- 
zations as the Catholic Rural Life Conference in the United States, the 
smallholders league in Denmark and the Justice party in the Netherlands. 
They whet one’s appetite for more details and enoughtening interpretation. 
Ww. L. 
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Engineering Serfs in North Korea 


THE CONSUMMATE GALL of the red reactionaries who masquerade 3s 
“progressives” is one of the most amusing things on the world scene today. 
Take, for example, the tyrannical Communist Quisling dictatorship in 
North Korea, which professes to be the “Democratic” “People’s” “Re. 
public” of “Korea”—a name in which only the preposition is no burlesque 
of the actuality. Its cabinet adopted by decree a law for the licensing of 
engineers and other technicians under the direction of a State Committee 
for the Examination of Technical Qualifications. Who was authorized to 
elect the chairman and vice chairman of the committee? Nobody; these 
officers are appointed. By whom? By the premier, of course. And is 
the committee autonomous? (One feels naive asking questions like these, 
but they used to be the kind of searching questions that true progressives 
asked on every occasion). Of course the committee is not autonomous; it 
is attached directly to the cabinet. The law provides that industrial, agri- 
cultural, forestry or fishery technicians who have not yet received creden- 
tials from the Communist dictatorship may do so by two methods, 
“Sachong” (appraisal) and “Komchong” (examination). To qualify for 
“Sachong,” one must be a graduate of the appropriate technological school 
or have equivalent qualifications and have the recommendation of the 
Chairman of the Central Committee of the Engineers League or the Agri- 
cultural, Forestry and Fishery Engineers League. To qualify for “Kom- 
chong” one must be a graduate or have equivalent qualifications and file 
application with the specified papers through the Chairman of the Pro- 
vincial People’s Committee with the Chairman of the State Committee 
named by the Premier. And who appoints the chairman of the professional 
organizations and of the provincial committees? The central committee 
of the Communist party of North Korea, the same body that named the 
Premier in the first place. The whole rigamarole amounts to nothing more 
than a devious way of saying that no technician shall be licensed to practice 
unless he conforms his beliefs and conduct so as to win the approval of 
the principal organ of the Communist dictatorship. The technician thus 
becomes a serf of the tyrannical State. This farce is capped by the an- 
nouncement of the Pyongyang cabinet of the reason for the new decree. 
It is, forsooth, “‘a move to correctly appraise and give appropriate creden- 
tials for the capabilities of engineers who play an important rdle in the 
rehabilitation and development of the people’s [sic] economy, so that the 
propagation of scientific knowledge and improvement of technology may 
be accelerated.” The father of lies must be mighty proud of his Korean 
offspring. 
w. L. 


Edward Bellamy and the Spiritual Unrest 


By Louis FILLER 


Epwarp BELLAMY’s NAME almost inevitably conjures up memory of his 
utopian novel, “Looking Backward, 2000-1887”; it rarely suggests more, 
and this is a pity. For Bellamy wrote other tales, and essays, too, which 
are worth the attention of the student of post-Civil War America. It 
should be better recalled than it has been that before “Looking Backward” 
made him famous, Bellamy had already achieved a substantial reputation 
as a teller of fanciful stories. William Dean Howells suggested that he 
had inherited the mantle of Nathaniel Hawthorne. 

Hawthorne was also the author of a utopian novel, or rather a novel 
about a utopian venture. Although Hawthorne later thought of Brook 
Farm as the great romance of his life, “The Blithedale Romance” was 
written in the tone of disenchantment. Yet Brook Farm had asked no 
more of its tenants than that they cooperate for their mutual benefit. 
Hawthorne, unlike Bellamy, had no great need for utopias, certainly not 
to the extent of recapturing in his prose the feeling of high enterprise 
which had charged the Eighteen Forties. It might be well to remind our- 
selves how intense was that feeling. 


Whoever has had opportunity [wrote Emerson in 1844] of acquaintance 
with society in New England during the last twenty-five years, with 
those middle and with those leading sections that may constitute any just 
representation of the character and aim of the community, will have been 
struck with the great activity of thought and experimenting. His atten- 
tion must be commanded by the signs that the Church, or religious party, 
is falling from the Church nominal, and is appearing in temperance and 
non-resistance societies; in movements of abolitionists and of socialists; 
and in very significant assemblies called Sabbath and Bible Conventions; 
composed of ultraists, of seekers, of all the soul of the soldiery of dissent, 
and meeting to call in question the authority of the Sabbath, of the 
priesthood, and of the church.? 


All this points directly to the existence of widespread spiritual unrest 
years before Bellamy came to the front. Subsequently, we will attempt to 
distinguish between the psychic tone of the Eighteen Forties and of the 
Eighteen Eighties. For the present let it suffice to note that Bellamy held 
himself to be a legitimate successor of those whose “socialistic enthusiasm,” 
as he said, ““. . . swept the United States . . . and led to the Brook Farm 

* Ralph W. Emerson, “Essays, Second Series,” Boston, 1884, p. 239. 
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colony and to scores of phalansteries for communistic experiments.”? |r 
is also appropriate to define the phrase “spiritual unrest” before proceeding 
further. As used here it refers not only to unrest arising from religious 
preoccupations, but to all disturbances of the human spirit. The unem- 
ployed person and the maladjusted person may be as unsettled in their 
views and attitudes as one whose cosmic conceptions are unrationalized, 
and sometimes more so. As long as it is understood that religious motiya- 
tions can be as potent in human affairs as economic compulsions there 
need be little ground for debate. 

Hawthorne’s casual treatment of Brook Farm has been noted. Bellamy, 
on the other hand, had only accidentally stumbled upon a social panacea 
which required nothing less than that all Americans accept a kind of 
Brook Farm mode of living. Yet he became more and more enamored of 
his discovery, more and more convinced that the Word, as he himself had 
laid it down in “Looking Backward,” was destined to become flesh. In 
1875, while reviewing a utopian forecast by John Ruskin, he had asserted 
that the Englishman’s notion would take a thousand years to realize. 
Now, in 1888, in a postscript to “Looking Backward,” he remarked that: 


Although in form a fanciful romance, “Looking Backward” is intended 
in all seriousness as only forecast, in accordance with the principles of 
evolution, of the next stage in the industrial and socal development of hu- 
manity, especially in this country, and no part of it is believed by the au- 
thor to be better supported by the indications of probability than the implied 
prediction that the dawn of the new era is already near at hand, and that 
the full day will swiftly follow.* 


Something had happened to Bellamy between 1875 and 1888 which 
made a heaven upon earth mortally necessary to him—here—now—with- 
out further delay. But what made his vision of the year 2000 A.D. so 
compelling to his many readers? There have been greater utopias than 
“Looking Backward,” including that one by Sir Thomas More which gave 
them their name.* Rousseau’s “Social Contract” had an infinitely greater 
social impact. There are numerous stories, written in the style of “super- 
scientifiction,” which populate the world with technological wonders to 
which “Looking Backward” can offer no competition. And yet “Looking 
Backward” and its companion-piece, “Equality,” have and should continue 
to have a special place in the history of American society, and to find new 


2“Edward Bellamy Speaks Again!” Kansas City, Mo., 1937, pp. 132-3. 

3 Edward Bellamy, “Looking Backward,” Boston, 1926, p. 334. 

* Assuming it is a utopia; see Arthur E. Morgan’s “Nowhere Was Somewhere,” Chapel 
Hill, 1946. 
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readers. For they cast a peculiar light on Americans, certainly those 
of the time in which Bellamy wrote. 


I 


Epwarp BELLAMY not only inherited the mantle of Hawthorne; he also 
inherited a New England environment the integrity of which had been 
challenged by two sociological factors. The first involved a change in the 
character of American industry, combined with a growing nationalization 
of the problems it created. The second related to the psychic or religious 
climate in which Bellamy lived. Re-read Emerson’s analysis of his own 
times quoted before; it will be clear that these two factors cannot be sepa- 
rated. They can no more be separated in an analysis of Bellamy’s age. It 
is the contention of this essay that the world of Edward Bellamy repre- 
sented an extension of that of the Eighteen Forties*®, and that as the earlier 
period has produced Brook Farms, so the Eighteen Eighties produced the 
“nationalism” of Bellamy. It is therefore necessary to set side by side the 
socio-economic and religious milieus of the Eighteen Forties and Eighteen 
Eighties and compare them. 

There can be little doubt that Brook Farm and similar enterprises were to 
an extent effects of the Panic of 1837. The reason for their appearance, how- 
ever, was not purely economic. The opening date of Robert Owen’s 
New Harmony colony had been 1825, and other communities based on 
like principles had flourished even earlier. Perhaps it is not necessary to 
underscore too heavily the ethical and moral bases of the earlier utopian 
experiments, or to explain elaborately that they were not opposed to funda- 
mental American experience. The principles which dictated the establish- 
ment of the Pennsylvania, Massachusetts, Georgia, and other colonies are 
well known. 

The Fourierite colonies were largely middle-class in leadership, and in- 
dividualistic in origin. They were as much a protest against the business 
and politics of the Eighteen Forties, as determined an effort to live uniquely, 
as Thoreau’s sojourn in Walden. The Fourierites satisfied every condition 
of Frederick Engels’ definition of the utopian socialist: They were idealists; 
their enterprises were conceived in reason and eternal justice, rather than 
in the compulsives of objective conditions; and they did not solicit the 


° This is, however, not to say that Bellamy’s utopia depended on those projected in 
the Eighteen Forties. The differences between literary utopias in pre-Civil War and post- 
Civil War times are treated—though they could bear further discussion—in Robert L. 
Shurter, “The Utopian Novel in America, 1865-1900,” Ph.D. thesis, Western Reserve 
University, 1936, 
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support of any one economic or social class.° They reacted in opposition 
to the middle-class American state, but they did not settle down very far 
from it. They did not idealize the workers as a class, and their friend 
Emerson preached a philosophy of self-reliance which, particularly after 
his death, became the very voice of successful free enterprise. 

The importance of the early utopian experiments must not be exagger- 
ated. Hawthorne is noted for his fiction, not for his contribution to 
Brook Farm. Charles A. Dana, George William Curtis, and others, also 
made their names elsewhere. If we seek the seeds of a collectivist society 
in the modern sense, we must look not into the middle-class experiments 
of the Concord theoreticians or the Fourierites. We must look, rather, 
into the efforts of those who, like George H. Evans, sought to unite the 
laboring groups, invoke the power of the State to protect their interests— 
in short, to compensate them for their individual weaknesses. 

Bellamy was a true successor to the New England scribes and idealists 
of the Eighteen Forties. Like them he was an individualist. The paper 
utopia which he erected in “Looking Backward” was essentially no more 
revolutionary than their phalansteries, as will be shown. If “Looking 
Backward” made a more direct political impression on the early Eighteen 
Nineties than the colonies did upon the Eighteen Forties, it was because 
of conditions over which neither Bellamy nor his predecessors had any con- 
trol. 

Differences between Bellamy and earlier reformers are much sharper 
when we examine his spiritual life—distinguished once more from the 
narrowly religious—and contrast it with what came before. Whatever 
else may be said about the religious groups of Emerson’s time, it is evident 
that no class, liberal or conservative, lacked faith—faith either in personal 
survival after death, or in the validity of human endeavor. Anti-clerics 
were often practicing reformers. Atheism was, essentially, an outlaw on 
the social scene, but even atheism was fervently supported by its partisans 
with, so to speak, a religious zeal. 

Emerson, in his reference to “the soul of the soldiery of dissent,” affirmed 
that the Church was being attacked, but it should be recognized that re- 
ligion itself was not placed in the pillory. Far from being anti-religious, 
the utopians had a serious concern for problems relating to the spirit. 
Brook Farm almost became a religious community.” To be sure, the great 


6 Frederick Engels, ‘Socialism Utepian and Scientific,” New York, 1935, pp. 33. 43. 
52-53. 
7 John Humphrey Noyes, “History of American Socialisms,” Phila., 1870, pp. 108 #. 
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slavery issue split the Protestant churches north and south,® but it did 
not rob them of their strength. Anti-slavery partisans were often among 
the firmest believers in the cosmic justice of their cause; even those pro- 
slavery advocates who challenged them were convinced that they were 
fighting “practical atheism” at its basest. 

It would take us afield to consider in detail why this sturdy religious 
impulse decreased in strength in the post-Civil War period. Referénce 
can only be made to the effect of ““come-outer” propaganda against the 
church, to the coming of Darwinism, to the multiplication of material 
objects and the growth of a materialistic philosophy. The Gilded Age 
did not lack churches; it did lack religious zest and conviction. Although 
the theory of evolution did not necessarily destroy the tenets of religion, 
it might just as well have done so, for all the good it did those who lacked 
the ability to reconcile new conditions and old faiths. 


II 

THus, Epwarp BELLamMy, the son of an impecunious Baptist minister, 
came to manhood in the Eighteen Seventies in an atmosphere of agnosti- 
cism and a confusion of social aims. For Darwinism created social-Dar- 
winism, the business-philosophy of the trust-maker. It suggested that 
where nature was red in tooth and claw, it was idle for men to seek to be 
less so. And since it was now seen to be clearly possible that nature was 
indifferent to human personality, it followed that there might be no reward, 
no compensation, for one who had failed to fit himself for worldly con- 
quest, and so been passed by. 

Bellamy suffered most of the mental ills which afflicted his fellow-citi- 
zens, particularly those of his own middle-class. He could sympathize 
with the religious doubter, for he had himself doubted. The “religion of 
solidarity” which he so earnestly conceived in his youth, and which con- 
tains the true core of his future utopia, originated in part in his need for 
establishing a oneness with universal things, for finding elements in life 
which were of more than transient importance. The religion of solidarity, 
broadly put, recommended a sinking of the individuality into the imper- 
sonal and eternal realities of life, a fostering of the objective, rather than 
the subjective, traits of human nature. It lacked the fuzzy warmth which 
was provided by several of the consoling mysticisms of the new time, 
notably Christian Science. It was not quite identical with the “religion 


8 It also diverted thought away from socialist experiments; and properly so, according 
to Bellamy, since it was necessary to sweep away slavery before “talk of a closer, kinder 
brotherhood of man was in order, or, indeed, anything but a mockery” (‘Edward Bel- 
lamy Speaks Again!” pp. 132-3). 
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of humanity” practiced by free church followers or the more categorically 
political Christian Socialists. It should be kep. in mind, then, that Bel. 
lamy belonged to no religious sect, but had elements in common with most 
of them. 

Popular social attitudes toward post-Civil War America which did not 
presuppose class war—as both social Darwinism and the less influential 
Marxism did—were cloudy and immature. For example, “The Breton 
Mills,” a novel by Charles J. Bellamy, Edward’s brother, was as crude , 
defense of the laborer and his cause as John Hay’s “The Breadwinners” 
was an attack. John Hay called upon organized government only to 
crush the deluded malcontents of his story, and Charles J. Bellamy invoked 
the power of organized labor only to bring a grasping industrialist to his 
senses. Both writers argued for a simple, personal relationship of em- 
ployer to employee based on the current platitudes of religion and morality, 

To be sure, there is much to be said for certain political movements, 
like that of the Greenbackers, developed in the post-Civil War period; and 
much to be said, also, for such reformers as Henry George, Terence V. 
Powderly, and Henry Demarest Lloyd. It should be emphasized that a 
great and worthy work was done by those who set themselves against the 
irresponsible growth of the trust. But now we encounter a condition 
which radically changed perspectives for the utopian of the Eighteen 
Eighties, as compared with the Eighteen Forties—a condition which had 
momentous consequences for Bellamy. 

For post-Civil War events vividly demonstrated that the future was 
with organization: organization of capital, and organization of labor. The 
days of a simple employer-employee relationship—which was fairly legend- 
ary even upon the terms of John Hay and Charles J. Bellamy—were over. 
A decade of legislation was required to show that competition (at least, 
on the older model) could not be legislated. Economic conditions were 
much more desperate than they had been before in that the trust was in- 
comparably more imposing a force in the Eighteen Eighties than it had been 
in the Eighteen Forties. There was no longer any escape from it, on 4 
significant scale, either by land migrations, private enterprises, or co-opera- 
tive ventures—certainly not by Fourierite colonies. 

Thus, in an America racked with industrial war such as had never been 
imagined during the Eighteen Thirties and the Eighteen Forties, “Looking 
Backward” was issued. The date was 1888. Trades unions were in- 
creasing in size, rather than diminishing, as they had after the panic of 
1837. It was now the middle-class, and not the unskilled workers or the 
craftsmen, which had to consider what its future might be: an insecure 
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middle-class, the moral, political, and religious foundations of which were 
being energetically attac!=d from the right and the left. 

Published as a novel written in a vein of fantasy such as Bellamy had 
exploited for years, “Looking Backward” was issued and purchased by 
early readers. On re-reading, it appears that the story element of “Look- 
ing Backward” is rather thin; and one can understand, without concurring 
in, the reaction of some first reviewers who found it a disappointment after 
Bellamy’s earlier fiction. The utopia described in “Looking Backward” 
is less impressive than that which Bellamy later developed in his sequel, 
“Equality,” where sharper and more elaborate discussions of social ques- 
tions are offered. “Looking Backward”—and this is significant in any 
analysis of its history—tells the reader less than it suggests. On the score 
of vividness alone, the Old Brook Farm experiment was vastly more per- 
suasive a demonstration of the possibilities of co-operative living than was 
“Looking Backward.” 

Hence it is doubly astonishing to recall the reception which “Looking 
Backward” was accorded: the successive editions into which it went; the 
controversies it conjured up; the “nationalistic” movement which it in- 
spired. Overnight, the nationalization not only of railroads, but of all 
public enterprises was put on the political agenda; and not by avowed 
radicals, nor by foreign-born citizens, but by native Americans, “‘Bel- 
lamyites,” in many cases, of pronounced conservative tendencies. This 
fact alone points to the acute social need for which the novel satisfied, 
a need which would not be satisfied with the erection of socialistic com- 
munities. Instead, it found expression in the Nationalist crusade, and 
has earned permanent remembrance in the annals of the Populist revolt of 
1892. 

There is no need to review in detail the distinctive features of Bellamy’s 
utopia. One can remind himself that an enormous quantity of good will 
was imagined as stored in the general population; that at a certain time 
named the Great Revolution, the old competitive system was said to have 
shriveled and disappeared of itself; that a type of Fourierite colony on a 
national scale was said to have risen from its ashes—one in which workers 
received promotions according to desert, unpolitical generals ran the af- 
fairs of their separate professions and trades, and themselves elected Ameri- 
can presidents without reference to the opinions of the citizenry. The 
economics and politics of “Looking Backward” are meagre; and one stu- 
dent of utopias with justice questioned the explanations of social planning 
and administration in the year 2000 made by Bellamy’s protagonist, 
Julian West, as in the following passage: 
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Mr. West was satisfied, but I want to know more; I want to know how 
workers were graded, who did the grading, and what were the criteria of 
good work; I want to hear more about this system of promotion by the 
generals; I want to ask whether retired workers would not get out of touch 
with technical improvements and whether they would not tend to elect 
moderate, old-fashioned, steady, slightly obstinate old gentlemen as Presi- 
dents.° 


Here are valid questions about Bellamy’s pleasant narrative of Co-opera- 
tion, rewarded virtue, and mutual understanding which his novel never 
recognized. “Looking Backward,” more than any other book or program 
of its time, offered everything to everyone, without necessarily taxing 
anyone’s mental or physical resources. That is, it fed unformulated eco- 
nomic aspirations, unformulated desires for a society which was fixed, 
stable, and secure. And it is important to observe that it did so while 
satisfying the religious drought which large sections of the population 
suffered. Is it not significant that the two most famous creators of pana- 
ceas for social ills of the time—Henry George and Edward Bellamy—should 
both have sought to reconcile religion with economics? As readers could 
scan George’s brilliant “Law of Progress” in “Progress and Poverty” and 
find in it freedom from the doubts spread by evolutionists and intransi- 
geant Marxists, so they could read Bellamy’s parables of the old time and 
the new and dream of a kingdom of God on earth. To be sure, “Looking 
Backward” foretold the vanishing of creeds; but it so bathed the unknown 
in a soft light of tolerance and hope as to rob it of its terrors, and to stimu- 
late a new interest in temporal crusades. Arthur E. Morgan has performed 
a service in demonstrating, in his biography of Bellamy, how the National- 
ist movement had its origins in the organizational efforts of Boston the- 
osophists. Nationalist clubs became oases—it is interesting that one-third 
of them should have arisen in California—for men and women of good will 
who sought a practical social plan, but no less sought human and spiritual 
fellowship. 

A series of dialogues which Bellamy developed in his weekly, The New 
Nation, indicates the potential appeal of his movement. Among those to 
whom Bellamy’s talks were addressed were the investment banker, the 
farmer, the opponent of paternalism, the believer in the Bible, the advocate 
of restricted immigration, and the evolutionist. It is obvious (as in Bel- 
lamy’s conversation with the advocate of restricted immigration) that 
very conservative persons indeed could indorse Bellamy’s movement with 
no damage to their principles. Also, it was possible to be a Nationalist 
without doing anything in particular about it. Labor unions functioned 

® Harry Ross, “Utopias Old and New,” London, 1938, p. 148. 
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at the point of wage demands, reform movements and parties with refer- 
ence to other immediate needs. But Nationalism in large measure offered 
no better guide to bridging the gap between 1888 and the world prophe- 
cied for 2000 A.D. than did “Looking Backward” itself. 


Ill 
In ACCOUNTING for the vogue of “Looking Backward,” in showing its 
genesis in the same native conditions that produced Brook Farm, in ex- 
plaining its peculiar social impact in terms of the greater and more des- 
perate economic and religious dilemmas of the Eighteen Eighties which 
afflicted Bellamy and his contemporaries—it might appear on the surface 
that every conclusion of those who slighted Bellamy and his work has been 
reached. “Looking Backward” is vague, it offers no guide and little plan. 
It taxes one’s faith in human nature. It appeals to everyone, and, in ef- 
fect, to no one. What serious consideration does it merit? 

Yet it should be noticed that if it did not ask the last full measure of its 
reader’s devotion, it did give him something, whoever he was. Daniel De 
Leon found inspiration in its pages and so did Eugene V. Debs, and many 
others who, much more than these two, found the “scientific socialism” of 
Europe unappetizing. It has been said that “Looking Backward” made 
more American socialists than any other tract or movement. At the very 
least, those who received “Looking Backward” as a premium with their 
subscription to the Farmer’s Alliance, and those who read Bellamy’s follow- 
up articles in the North American Review, the Forum, the Christian Union, 
and the Ladies’ Home Journal were prepared by him to consider programs 
for social change without feeling their heritage of individualism threatened. 

“Looking Backward” a work of individualism? This may seem much 
to say for a plan like Bellamy’s which created an “industrial army,” assumed 
that all who were capable would work (for equal wages) at tasks desirable 
to the State rather than to themselves alone, and created a hierarchy of 
leadership based upon seniority and a State-guided career. Yet it remains 
true that “Looking Backward” was a work of individualism—as much so 
as Brook Farm—and appealed to individualism. 

The first and obvious fact is that being a utopia, or, at least, not im- 
minently realizable upon the basis chosen by the theosophists and other 
supporters of Nationalism, it presented no real threat to the then-current 
American way, economically or otherwise. But even to consider it upon 
its Own terms, it can be argued that Bellamy did not aim to destroy indi- 
vidualism. He hoped, rather, to open new avenues for it. It was because 
Bellamy feared regulation by irresponsible trusts that he was driven to 
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finding beauties in his mechanistic system of State socialism. The aim of 
“Looking Backward” was to preserve what could be preserved of indi- 
vidualism in a society which demanded a high degree of organization, 
Bellamy, in a word, was defending the humane outposts of individualism, 
The ultimate goal of Nationalism was precisely that of European socialism 
—the obliteration of all classes—but Nationalist tactics were utterly differ- 
ent from Socialist. For where the Marxists based their efforts on the collec- 
tivist working-class concept, and co-operated with other classes only for 
immediate purposes, Bellamy deprecated class-consciousness, and empha- 
sized the needs of the poor and of the laboring groups only because they 
were so immediately pressing. 

Bellamy’s faith in human nature, his conviction that the Nationalist 
system would inevitably come, was not necessarily more “utopian” than 
the faith and conviction of the genuine collectivists. Indeed, a study of 
utopias published in 1879 was sub-titled, “From Sir Thomas More to Karl 
Marx.”?° But the multiplication of trusts and unions (which were much 
too busy to conjecture about the future), and the growth of Marxist and 
neo-Marxist organizations, after 1900, did diminish Bellamy’s light. So- 
cialism, that is, as it was understood in America in the decades following 
Bellamy’s death, was not the purpose of “Looking Backward.” No wonder 
it was forgotten—forgotten, except by the selfsame persons who had first 
discovered it: the ordinary readers. Only, now, they merely found in it 
stimulation or entertainment, rather than a program which Bellamy would 
have approved. 

Was Nationalism, then, a fad, one that was superseded by other and more 
important movements and ideas? Heywood Broun, in 1931, averred that 
it was more important than it had ever been before; but it is doubtless 
true that as the economic depression continued in the years that followed 
1931, it became easier and easier to read “Looking Backward” and believe 
that it was irrelevant and immaterial—that time was better spent studying 
works relating to “scientific socialism,” so-called. 

It is not our purpose here to evaluate the achievements or failures of those 
who claimed Karl Marx for a leader, but rather to ask consideration of 
another phenomenon of the Nineteen Thirties: the existence in most cities 
of America, during that period, of buildings and enterprises identified by 
red, white, and blue signs on which were inscribed the initials “W. P. A.” 
The interested student could at that time have come upon all manner of 
construction and non-construction operations in progress, seen adults 
attending education classes of every kind, come upon harmoniously-ordered 


10 Rev. M. Kaufmann, “Utopias; or Schemes of Social Improvement,” London, 1879. 
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handicraft projects, and, in fact, encountered much of the business of the 
world being conducted by the government of the United States. The most 
curious and individualistic enterprises were granted a place under the aegis 
of the relief administration, and formal regulations were painfully drawn 
up for their guidance. Hard-headed administrators, particularly after the 
return of the W.P.A. projects to the states in 1939, were even known to 
insist that creative activities be more carefully supervised, and, as a result, 
artists, for example, were often required to sign in and sign out from work 
at their easels. 

The New Deal was created at the point of social tension, that is, poverty 
and unemployment, but is it not somewhat reminiscent of the world of 
Edward Bellamy, a step in its direction? Perhaps it might be compared 
to the period of the Great Revolution celebrated in “Looking Backward”— 
a bloodless revolution such as Bellamy hoped for, and one which, in the 
Nineteen Thirties, apparently capped an era of highly sanguinary revolu- 
tions and counter-revolutions outside the United States. 

“Looking Backward” was a middle-class dream, a kind of psychic 
equivalent for what was in the actual field of social politics attempted by 
those who engaged in the Populist struggle, and, after, in the Progressivist 
crusade. It was only with reluctance and following much provocation that 
the middle-class entered into unfamiliar areas of reform. Has our middle- 
class been mean and insignificant for that reason? Has it merited the 
contempt it so often received from critics of the right and the left? It 
may be, in view of our experience with more ruthless means of social 
change, and more questionable goals, that we might well congratulate 
ourselves on the methods Americans have devised for modernizing our 
society. Our reforms were accomplished in open day, and with the sanc- 
tion of the broad voting population. To the solution of economic and 
spiritual dilemmas which beset this country, the Populists, the Single- 
Taxers, the Nationalists, and others, made their several contributions. 
They drew upon the preconceptions, the specific interests, and the general 
unrest of the population. They were natives, and created native move- 
ments which crisscrossed the social and economic classes and sections, and 
in so doing helped to bind them together. They served to unify the 
country for times of domestic and world crises. 

“Looking Backward” provided one of the means by which such unity 
was attained. It is likely to be remembered, if only as a symbol of that 
unity. 

Antioch College 


America’s Non-Communist Fifth Column 


A NEWSPAPER SURVEY conducted in the thirty largest cities in the United 
States during the first ten months of 1945 revealed that divorce suits were 
nearly half the number of marriages. In two large cities divorces exceeded 
the number of marriages. 

On the other hand, it is a demonstrable fact that rural families are far 
more stable. In 1930 when metropolitan divorce rates stood at 19 per 
cent, those on farms were only 8.1 per cent. In the meantime, while urban 
divorce rates have sykrocketed to a point which brings the national average 
to approximately one out of three, the rural rate has shown little increase. 

Urban areas in the modern era have received much of their population 
growth from rural areas. Despite this constant influx of people with a 
background of family stability, divorces have increased rather than dimin- 
ished. It would appear, therefore, that the urban environment contains 
a virus destructive of family unity. 

Possibly, then, this is one reason why Communists are seriously bent on 
infiltrating and wrecking a large farm organization devoted to safeguarding 
the family size farm. Forcing small owners off the land to seek industrial 
jobs further distorts the proportion between stable rural families and dis- 
integrating urban families. When a Communist does this it is obviously 
an un-American activity. 

But when authors in land grant colleges advocate the same trend; when 
industrial farmers lobby in Washington with a view to striking out restric- 
tive clauses in existing legislation, clauses intended to safeguard family 
farming and to prevent land monopoly—What is that? 

Is it less an un-American activity actually to pry loose the family 
foundation stones of democracy than it is to preach that Communism is a 
superior way of life? 

ANTHONY J. ADAMS 


National Catholic Rural Life Conference, 
Des Moines, Ia. 


Capitalism and Competition 


By Frank T. CARLTON 


WITHIN THE SPAN of five generations the United States has developed out 
of a pioneer, agricultural environment to be the most productive, industrial 
nation of the world. Unhampered by the traditions of feudalism, this 
new-world nation has seen its most capable, energetic, and self-centered 
men pushed to the front in business. As a consequence the American busi- 
nessman has been praised as was the military man in the feudal period. 
His vanity, his desire for distinction and prestige have been satisfied by 
the quite general acknowledgment of his merit and by the acceptance of his 
leadership. 

In the United States a businessman’s civilization has flourished. The 
businessman has been a go-getter, a self-reliant man with initiative; but 
his economic and political vision has been nearsighted. Primarily he has 
been almost solely interested in the immediate in time and the nearby in 
space. He has expected each man to look out for himself; it has been as- 
sumed that later generations must look out for themselves. The American 
businessman has had no clear vision of the broad aspects of social welfare. 
Influenced by nearness to the frontier and to small-scale industry he has 
naively assumed that those efforts which benefited him and his business 
must be beneficial to the community or at least not inimical to the gen- 
eral welfare. 

These points of view are now being repeatedly questioned. Business is 
often attacked as an anti-social or exploiting interest; the businessman is 
pictured as a selfish individual. Communists insist that the worker is 
“exploited” under capitalism. In passing, Americans may ask: Are work- 
ers exploited as a class in the United States? They receive about 70 per 
cent of the national income. Doubtless there are many inequities; but 
may not these be ironed out instead of destroying the fabric? Left- 
wingers vociferously declare, however, that there is little hope of social 
betterment as long as business interests are powerful in the political arena 
and in the economic sphere. 

Observers should not forget that labor organizations also are primarily 
concerned with their own selfish interests. The same statement is true of 
many non-profit organizations. The pessimist writes: “there is no public 
interest anymore; there are only interests.” It is foolish to attack business 
and labor unions because they are selfish. Of course, both are selfish; but 
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so are all other groups, including the Communist Party of Russia. Qb- 
servers must accept the idea that selfish groups struggle against one an- 
other. There is a struggle for life or for existence, and there is also 3 
struggle for the life of others, or mutual aid. 


Interest and Mutual Aid 

CAPITALISM HAS EMPHASIZED individual interests—the struggle for life 
and for power and prestige; but the struggle for the life of others or mutual 
aid is also essential to the continuation of mankind. The primitive groups 
that failed to generate unity lost out in the fierce competition of that day. 
Both interest and mutual aid are essential to the development and the main- 
tenance of civilization. Indeed, writes a well-known business advisor, 
Roger Babson, “in the atomic age the benevolence of man may be his one 
security.” If powerful groups and nations join together solely to take ad- 
vantage of another group and nation, peace is very difficult to maintain, 

The businessman declares that “competition is the life of trade,” but 
he wishes to protect his business from its acute pressure. He forms pools, 
trusts, holding corporations, and trade associations; and he asks for protec- 
tive tariffs and subsidies. By these and other means he erects barriers that 
reduce the direct dangers to him of competition. The businessman wishes 
the other fellow to be subject to competitive forces and if necessary to 
governmental intervention; but, for himself, he desires protection from 
competition and he does not want the government to use regulation or con- 
trol against him and his interests. Nevertheless, Americans have been 
prone to worship competition and laissez-faire. A brief analysis of com- 
petition, regulated and unregulated, may be pertinent to this discussion. 

In the primitive jungle any sort of competitive struggle was “fair.” All 
types of attack were allowed. There were no rules in the competitive 
struggle. It was a case of “catch as catch can.” Scarcity leads directly 
to conflict; relative plenty tends to mitigate the fierceness of individual 
and group conflict. A civilized society is one in which certain rules, tra- 
ditional or recently imposed, are recognized as being desirable. By means 
of these rules society attempts to demark the limits within which the com- 
petitive struggle in business and in social relations should be confined. 
Certainly regulations in regard to the relations between the sexes constitute 
one form of limiting “jungle” competition. The famous Ten Command- 
ments are rules limiting the competitive struggle in human relations. Do- 
mesticated animals and cultivated fruits and flowers are protected from the 
fierce onslaughts of certain enemies which harrassed the ancestors of those 
living today. They are the products of limited competition. Competi- 
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tive struggles between men which culminated in feuds, duels, and fierce 
personal combats have been greatly reduced by custom and regulation, but 
strikes and wars are unfortunately of frequent occurrence. 

Unregulated, cut-throat, or jungle competition may lead to results which 
even the optimistic deem undesirable. The wolf, the rattlesnake, the 
skunk, sagebrush, and the cactus are the products of long-continued and 
fierce struggle for existence; these unlovely plants and animals are the 
results of fierce or excessive competition. The patient cow, the trotting 
horse, the dog, wheat, and the Concord grape are the products of controlled 
or regulated competition. They are the results of “artificial” rather than 
“natural” conditions. In the industrial and business world, cut-throat 
competition leads to the sweatshop, to below-cost-of-living wages, to a 
long working day, and to wage earning by children. Competition within 
certain limits may lead to initiative and efficiency; but unrestrained compe- 
tition is a distinct evil. Athletic games represent competition carried on 
within definite limits. The rules of the game eliminate kinds of competi- 
tion which are considered to be unfair or undesirable. The benefits of 
competition in the business world will likewise be at a maximum when 
competitive efforts are regulated or restrained. 

In the days of small-scale industry the automatic play of competition 
may have given various groups and individuals within the nation a reason- 
able degree of justice and of fair play. It is not difficult, however, to over- 
emphasize the ideal features of pioneer life. Capitalism at the opening of 
the nineteenth century signified rivalry between small economic units, no 
one of which was large or powerful enough to dominate the situation and 
to introduce the element of monopoly or of economic friction sufficient to 
cause abnormal stickiness in price changes. Even in colonial days it was 
found expedient to pass inspection laws for the purpose of maintaining the 
quality of such products as flour and nails. Some of these laws were re- 
enacted by the states after the new American government was organized. 
Free business enterprise, however, has been the traditional demand of cap- 
italism. It was assumed that competition would automatically lead to the 
sufficient production of commodities of the type wanted and of the quality 
demanded. The producer making a poor quality of goods or demanding 
high prices would be left without goods on his hands. This theory may not 
have been seriously out of line with the facts in the days when there were 
many competing small enterprises. But not all consumers are in a position 
to know what is the most suitable article for their needs, and they are not 
always able to judge accurately the quality of goods. Certainly in an age 
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of skillful propaganda in the form of advertising, the consumer is often not 
able to make an intelligent choice for the satisfaction of his wants. 


What ‘Free’ Competition Means 

IN RECENT GENERATIONS “free” competition does not mean absolutely 
unlimited competition; it means fair or desirable competition. Free com- 
petition signifies competition within reasonable limits; it means the obsery- 
ance of ordinary but changing standards of honesty and of decency. As 
the conditions of business change, as the business units are modified in type 
and in size, and as the interdependence of business and of social life becomes 
evident, generally accepted ideas as to what are fair and what are unfair 
competitive methods are modified. Business competition in recent years 
has been far removed from jungle competition. Society, through govern- 
mental agencies, has intervened ostensibly to promote peaceful relations in 
industry, and to increase the well-being of the community. 

Mutual aid, in the early history of the race, was confined largely to the 
family or to small groups. As transportation and communication have 
improved, as trade between groups and peoples has become the normal 
procedure, extreme individualism has been diluted. Common interest in 
honesty and obedience to commercial rules and regulations and in the elim- 
ination of feuds and personal combats has come into the foreground of 
human relations. Business competition is carried on within the limits 
prescribed by custom and by law. In modern industry, many leaders in 
management are beginning to take a professional point of view in regard 
to business ethics. 

Today, profits are not normally the sole reason for business activity; 
professional pride in producing an excellent product under good working 
conditions is now an important business incentive in the case of many con- 
nected with management. The struggle for life or the crude-without- 
rules competitive struggle is being displaced in an increasing degree by 
mutual aid, or by a professional point of view which looks toward better 
products, toward less chicanery in business relations, and toward harmony 
between management, workers, and consumers. The selfish spirit may not 
be expected to evaporate; but it is being diluted or reduced by the growth 
of social responsibility which in turn is a product of technology. 

It is true that up to the present, many top management leaders of cor- 


porations, aided by the proxy system of voting, obtain for themselves ex- 
cessive salaries and pensions at the expense of the stockholders and the 
purchasers of the output of the organization. These business leaders have 
not been touched, as yet, by the professional spirit. They continue 
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to look upon stockholders, the workers, and the general public as legiti- 
mate prey. If capitalism is to live in a complex technological civilization 
both the jungle type of competition at one end of the scale and monopoly 
at the other extreme, will, of necessity, give way to regulation and control 
by governmental agencies in the interests of that intangible and not clearly 
defined entity called social welfare. 

A careful view of the industrial and economic life of America today 
clearly discloses that the individual freedom of frontier society no longer 
exists in the productive process of large-scale industry. Specialization, 
co-ordination, and co-operation are essentials. Personnel directors for busi- 
ness organizations ask for men who can co-operate with others, who are 
able to do teamwork. They do not ask for the rugged and ruthless individ- 
ualistic type of man or woman. Football coaches and business executives 
look for persons who can be depended upon to work for the best interests 
of the team or the firm rather than for individual glory and acclaim often 
at the expense of the group. Competent and alert individuals are needed; 
but extreme individualists of the traditional type are no longer in demand. 
Liberty of the pioneer type should be chastened by team work. Freedom 
to compete should be allowed only within limits and in accordance with 
the rules of the business game, which should make for increased output 
rather than for restricted output. The American people should not try to 
solve the problem of the economics of plenty by reducing it to its lowest 
common denominator, scarcity, merely because we are familiar with the 
economics and problems of scarcity. In so far as depression and the dis- 
cussion of plans for recovery, and full employment and discussion of its 
maintenance have begun to educate the mass of the people in regard to 
social responsibility for that major weakness of the present order, unem- 
ployment, in so far as we have been shaken out of the old habits of thought 
which have come down to us from the frontier, from Adam Smith, and 
from a vision of rugged individualism derived from a vanished pioneer 
people, a worthwhile task has been accomplished. 


The Nation as a Unit 
SERIOUS DEPRESSIONS and wars have taught a large number of the Ameri- 
can people that we must begin in this complex interdependent age of power 
and machinery to think in terms of the community or of the nation as a 
unit. It has been well said that men are prone to confuse means with 
ends when they do not clearly vision the ends. This has been one of our 
difficulties in understanding the complex exchange order of today. We 
fail to see the business of the people of the United States as a unitary proj- 
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ect. American business in the broad sense is operated to give food, shelter, 
clothing, services, and comforts to a hundred and forty-four million 
people. It is the United States of America, incorporated. The nation as 
an operating and a functioning unit is the pioneer farm written large. Its 
success depends upon the regular production of goods and services, not in 
making money in the usual sense of the term. The late President F. D. 
Roosevelt expressed this idea in the statement: “Private office is a public 
trust.” Leadership in industry or in labor organization should be con- 
sidered as a public trust. The attitude of disregarding the interests of the 
public or of the consumer is as reprehensible on the part of labor leaders as 
on the part of captains of industry. Not more machinery or more efficient 
engineering methods, important though these may be, but a new point 
of view is the prime need of the hour. We need a vision of a co-ordinated 
and co-operating civilization. We need a point of view which recognizes 
that the world of my pioneer farmer grandfather is gone, for better or for 
worse, but gone forever. We need an attitude of mind which will enable 
us to ask: What is good and desirable for the great masses of consumers 
in this new and complex age? The greatest asset which our educational 
institutions can give each one of us, at present, is a humble inquiring 
mind that is willing to examine changing conditions in the light of today 
instead of in the light of the Eighteen Nineties. 

Even when I/aissez-faire was the generally accepted doctrine, some gov- 
ernmental interference in business affairs took place; but in recent dec- 
ades the amount of such interference has been on the increase. Today the 
conservative is no longer opposed to the parcel post, municipal garbage 
collection, or federal and state subsidies for good roads. He does not ob- 
ject to the protective tariff for his industry; and he favors a public fire 
department, governmental insurance of bank deposits, and free public 
schools. However, he usually objects to the TVA, to municipal electric 
power plants, to government operation of railroads and coal mines, and to 
the wide extension of social security measures. 

The coming of the huge corporation has destroyed the “privateness of 
private property.” The actual tangible property and its control have 
been hidden behind a mass of paper and intangible securities. The typical 
corporation represents a concentration of power and a diffusion of owner- 
ship. The so-called free market has been modified until it has little re- 
semblance to the traditional picture, by the growth of large corporations, 
big unions, and powerful governments. As a consequence of the rise of 
huge corporations and powerful labor organizations or as an accompany- 
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ing circumstance, the traditional type of competition has given way in all 
but a few fields to “imperfect” competition or monopoly. The appearance 
of these powerful organizations in the fields of capital and labor has caused 
the federal government fo strive to regulate and control groups which 
seem to menace the prerogative of government and the well-being of the 
general public. Huge corporations and big labor organizations point 
toward the necessity of strengthening the power of government. The area 
of small-scale business and weak labor organizations was one in which com- 
petition played a large réle, and in which it was generally assumed that the 
best government was one which did little governing. The United States 
is now facing a struggle between powerful groups for more power, and 
between these groups and a growing governmental bureaucracy. 

Competition can no longer be relied upon to safeguard society against 
arbitrary decisions by big business or powerful labor groups. According 
to the Federal Trade Commission, “monopoly constitutes the death of 
capitalism”; and in the words of a well-known economist, monopoly is 
“the great enemy of democracy.” In short, the decline of competition 
is inimical to both capitalism and democracy. It seems clear that “‘con- 
centration of power,” whether in business corporations, labor unions, or 
governmental bureaus, “is inherently dangerous.” Overgrown corpora- 
tions and labor organizations are prone to exhibit the evils of bureaucracy 
and ossification so often attributed to governmental enterprises. How- 
ever, as corporations and unions grow in power, society turns to govern- 
mental agencies to preserve the mass of the people from short-sighted ex- 
ploitation; and governmental regulation and control of economic processes 
tend to grow. 

In a complex, interdependent civilization, laissez-faire—whatever its 
merits in frontier community—leads directly to chaos. Witness the need 
for traffic control in the city, or for the enforcement of health regulations 
in a crowded municipality. Liberty in a compact, interdependent so- 
ciety will be realized only through regulations that protect the rights of 
all. Liberty is not a mere negative or hands-off conception. However, de- 
centralization, local control where feasible, and consent of the governed, 
are desirable,—yes, essential to the continuation of a democracy in a tech- 
nological age. Groups will remain somewhat self-centered and selfish; but 
the prime purpose of government should be to develop rules of the business 
game and to umpire the struggle in the interests of the community— 
local, national, and world. 

Case Institute of Technology 
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Democracy Is Human Freedom 


THE ESSENCE OF DEMOCRACY lies more in respect for civil liberties than 
in the forms of business enterprise. Not even the form of political organi- 
zation is as significant as civil liberties in the definition of democracy, for 
the monarchies of western Europe are far more democratic than many re- 
publics. On the other hand, the citizen’s right to vote according to his 
convictions is essential to democracy. It may even be classified as one of 
the civil liberties, along with the rights to freedom of opinion, freedom of 
assembly, speech, printing and worship, and the right to a fair trial. De- 
mocracy is the system under which the individual is free to have his own 
opinions, persuade others, and to join with others to form groups, perhaps 
eventually governmental majorities, to realize those opinions. 

Under this definition Soviet Russia today is not a democracy. There 
the right to have one’s own opinion and to vote it freely does not exist. 
To say, as do some, that in the Soviet Union there is “economic democracy” 
is to beg the question. An equitable distribution of wealth—or poverty— 
can be achieved by an undemocratic form of government. It may even 
be an instrument by which such a government perpetuates itself. But 
what is lost is human freedom. 

Equally erroneous are those, more numerous in America than elsewhere 
now that even the British Tories at Brighton have accepted much of the 
Labor Party’s program of nationalization, who insist on identifying de- 
mocracy with our particular form of economic enterprise. Democracies 
may, with absolute regard for civil liberties, shape their economic life quite 
differently from ours. And they do. 

The United States wishes to save democracy. It can do so only if it 
will realize its essence, human freedom as expressed in civil liberties. Let 
us support that principle and strengthen the countries that practice it. 
Then let us admit the right of other democracies to govern themselves, a 
right which we insist upon for ourselves. Democracy is far more important 
than some one way of doing business. By its very nature, furthermore, 
democracies will strive for the highest possible standard of living for all 
of its members. The manner of its achievement will differ according to 
the circumstances of each country. 

Bryn J. Hovpe 
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Henry George and the Progressive Movement 


By Ransom E. Nos Le Jr. 


Tue Forces that produced the “Progressive Movement” that dominated 
American politics for a decade and a half prior to World War I were many 
and varied. The growth of monopoly, the evils of a too-rapid industriali- 
zation, and the close alliance between privileged business and corrupt 
politics were major issues that cried out for reform. The Progressive spirit, 
which permeated both major parties by 1910 and which caused an open 
break in the Republican organization two years later, had its roots far back 
in the nineteenth century: Progressivism was but one of those recurrent 
upsurges of protest which, from the time of Jeffersonian Democracy 
through Jacksonian Democracy and Bryanism, kept alive a hope that the 
American dream of liberty and plenty could yet be attained. 

That Henry George was an important influence in the Progressive 
Movement has long been recognized. But the wide ramifications of that 
influence, its effects in the field of political as well as economic reform, and 
the extent to which key personalities were affected by it, have not, I think, 
been sufficiently stressed. The manifold specific aims of Progressivism can 
be summarized under two major objectives: to make the government more 
democratic and to use this democratized government for the social and 
economic betterment of the people. On both these fronts outstanding 
leaders drew inspiration from the principles of Henry George. 


I 
SOME PROGRESSIVES were so thoroughly identified with George’s ideas that 
their names need only be mentioned here to recall his vital influence in that 
era. Preéminent was the Cleveland group: Tom Johnson, the millionaire 
monopolist who was converted to the single tax and devoted the rest of his 
life to a fight for municipal ownership; Peter Witt, his lieutenant, whose 
“tax school” was an education in the principles of equitable assessment*; 
Newton D. Baker, who as late as 1914 “avowed himself a firm Single Taxer, 
hoping that he might some day see with the vision of his master, Tom L. 
Johnson”*; and, of course, Frederic C. Howe, “perhaps the most complete 


' Tom Johnson, “My Story,” N. Y., 1911; Newton D. Baker in “Dictionary of Ameri- 
can Biography,” vol. X. 
“Tom Johnson, op.cit., Lincoln Steffens, “The Struggle for Self-Government,” N. Y., 
1906. pp. 194-5, 
. * At the Fourth Annual Fels Commission and Single Tax Conference, Washington, 
-C,, Jan. 1914. Joseph Dana Miller, ed., Single Tax Year Book, N. Y., 1917, p. 25. 
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and deliberate single taxer” of the whole liberal group.* Equally prominent 
were men like Brand Whitlock, understudy and successor to Mayor “Golden 
Rule” Jones in Toledo,® and Louis F. Post, assistant secretary of labor in 
the Wilson administration, whose speeches and writings as well as his long 
editorship of The Public made him an expositor of single tax doctrines 
second only to George himself.® 

A somewhat longer word needs to be said about another leading Pro- 
gressive, William Simon U’Ren of Oregon. U’Ren is perhaps the most 
interesting example ot the effect of Henry George upon attempts to reform 
American political machinery. He is well known as chief architect of that 
“Oregon System” of direct government which was widely imitated, in 
whole or in part, during the Progressive period and which gave him a 
deserved place among the pioneers of state Progressivism.” He is also re- 
called as Oregon’s leading single taxer; what needs emphasis (more than it 
usually gets in current historical literature) is the connection between these 
two roles. A direct-government system which arrested the attention of 
the nation had as its chief raison d’étre the furthering of the single tax! 

U’Ren, its author, was born in Lancaster, Wisconsin, in 1859. The son 
of a blacksmith and pioneer farmer, he “was brought up in the fear of the 
poor, the terrible fear of poverty.”* During the wander-years that pre- 
ceded his settlement in Oregon two things happened which shaped his 
career: he read “Progress and Poverty” and he learned about the new 
political device known as the “initiative.” Here was an economic program 
for the elimination of poverty and a political tool by which to achieve it. 

U’Ren’s subsequent work for direct government in Oregon is a matter 
of history. Acting through a series of organizations from the Australian 
Ballot League to the People’s Power League, he and his associates secured 
in succession laws for the Australian ballot (1891), registration of voters 
(1899), initiative and referendum (1902), direct primaries including the 


4 G. R. Geiger, “The Philosophy of Henry George,” New York., 1933, p. 462. 

5 See Brand Whitlock, “Forty Years of It,” New York, c. 1914. 

6 In the opinion of Joseph Dana Miller, “George and His Disciples,” The Libertarian, 
vol. 5, Nov. 1925, p. 286. A multitude of others were influenced to a greater or lesser 
degree: they range all the way from convinced and life-long single taxers like W. 5. 
U’Ren of Oregon and George Record and Mark Fagan of New Jersey to men who were 
only partial or one-time disciples. Lincoln Steffens, for example, was for a time a mem- 
ber of the Fels Fund Commission; Clarence Darrow repeatedly declared ia favor of the 
single tax; and even Theodore Roosevelt endorsed greater land-value taxation and municipal 
home-rule in taxation in 1913. See Geiger, op. cit., p. 462 ff.; Steffens, “The Autobiog- 
raphy of Lincoln Steffens,” II, p. 641 ff.; Darrow in Everyman, vol. 9, no. 4, June 1913, 
p. 13 ff.; no. 7-8, Sept.-Oct. 1913, p. 17 ff.; vol. 10, no. 6-7, Aug.-Sept. 1914, p. 27 ff. 

T See A. H. Eaton, “The Oregon System,” Chicago, 1912. 

8 U’Ren, quoted in Lincoln Steffens, ““Upbuilders,” New York, 1909, p. 291. 
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popular choice of United States Senators (1904), a corrupt practices act 
(1908), Presidential preference primaries (1910), and the recall (1910).° 
But these political devices were looked upon in large measure as tools for 
subsequent enactment of the Henry George program; this was particularly 
true of the initiative, which provided that measures could be submitted 
directly to the people either in the form of proposed laws, or, if there was 
danger of conflict with the state constitution, in the form of constitutional 
amendments. In either case, a bare majority of those voting in the election 
was sufficient to adopt the preposal. ‘This important connection between 
the initiative and the single-tax movement in the state cannot be made too 
prominent,” wrote a contemporary student of the question. “It is a matter 
of common knowledge that W. S. U’Ren, in devising the Oregon System, 
was actuated more by a desire to secure popular endorsement of his single- 
tax program than to realize popular control of legislation generally.””*° 
Having fashioned the most thorough-going system of direct government 
in the country, U’Ren and his followers were soon using it to further 
Henry George principles: backed by the Fels Fund Commission they pro- 
posed a series of tax reform measures in the elections of 1908, 1910, 1912, 
and 1914.'* Conservatives, too, saw the connection: in the 1910 campaign 
they not only attacked the proposal for county home rule in taxation 
(which would of course give each county freedom to experiment along 
single tax lines if it so desired) but also tried to destroy the whole Oregon 
System. U’Ren declared that but for the literature supplied every voter 
in the state at the expense of the Fels Fund,’* the conservatives would have 
won control of the state government and placed such restrictions on the use 
of the initiative and referendum, and so amended the direct primary law as 
to have practically restored the old system. Instead, with the help of the 


°H. U. Faulkner, “The Quest for Social Justice,” New York, 1931, p. 88; A. H. 
Eaton, op. cit. 

10 J. H. Gilbert, “Single-Tax Movement in Oregon,” Political Science Quarterly, 
vol. 31 (Mar. 1916), p. 25. 

11 The 1908 measure to exempt household furniture, manufacturing machinery and 
certain other labor values in actual use was rejected; in 1910 a proposal for county home 
rule in taxation was adopted, but repealed two years later; in 1912 a graduated single tax 
measure met defeat, as did a 1914 proposal to exempt every person from taxes on $1500 
of the total assessed value of his house, live-stock, other land improvements and labor 
values. In 1912 the people did approve a bill exempting from taxation all household 
furniture and jewelry in actual use. W. S. U’Ren, “Single Tax,” Annals of American 
Academy, vol. $8 (Mar. 1915), p. 224-5. These measures obviously represented a “‘step- 
by-step” approach to the single tax. 

*? See, e.g., W. G. Eggleston, et. al., People’s Power and Public Taxation, Portland, 
Oregon, 3rd ed., 1910. This 1910 campaign pamphlet, paid for by the Fels Fund Com- 
mission, both supports the proposed tax reform measures and defends the initiative and 
referendum, direct primary, and popular choice of United States Senators. (New York 
Public Library). 
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Fund, Progressives not only defeated these attacks but also secured the 
adoption of the Presidential preference primary law." 

The Oregon story is only the most spectacular example of the connection 
between Henry George principles and the reform of political machinery 
during the Progressive era. As early as 1893 the National Single Tax 
Conference at Chicago had adopted a resolution favoring both the initiative 
and referendum and proportional representation, while in the early nineteen 
hundreds the Fels Fund Commission gave support to the direct legislation 
movement in New Mexico, Arizona, Colorado, Arkansas, Minnesota, and 
Ohio as well as in Oregon. In fact, some single taxers criticized the Com- 
mission for devoting too much attention to this subject.** In Missouri, 
conservatives were so alarmed by the use of the initiative for single tax 
proposals that in 1914 they tried, unsuccessfully, to obtain a constitutional 
amendment which would prevent a popular vote upon any measure relating 
to taxation.'® These instances are sufficient to indicate, at least, the com- 
manding part played in the direct legislation movement by the followers of 
Henry George. 


II 
ACROSS THE CONTINENT from Oregon, the state of New Jersey offers a less 
publicized but equally important illustration of the significant réle of 


Henry George men in the Progressive Movement. Starting slowly just 
after the turn of the century, the liberal forces in that state gradually 
infiltrated both major parties, compelled the old guard to make grudging 
concessions in railroad taxation, utility regulation, and reform of political 
machinery, and laid the basis for the culminating Progressive program of 
Woodrow Wilson’s governorship.*® Of the three outstanding Progressive 
leaders in the Republican camp—George Record, Mark Fagan, and Everett 
Colby—the first two were devoted followers of Henry George.*’ Record 
was frequently, and accurately, described as the brains of Republican Pro- 
gressivism in New Jersey, and was undoubtedly one of its outstanding 
leaders anywhere. Both Fagan, reform mayor of Jersey City from 1901 to 
1907, and Colby, who won a national reputation as a liberal leader, owed 
much of their success to Record’s political generalship."* He was influen- 


13 W. S. U’Ren in Single Tax Year Book, New York, 1917, pp. 42-3. 

14 A, N. Young, “The Single Tax Movement in the United States,” Princeton, 1916, 
pp. 239-40. 

15 Tbid., p. 196. 

16 R. E. Noble, “New Jersey Progressivism Before Wilson,” Princeton, 1946. Wilson 
was Governor of New Jersey in 1911-13. 

17 As were a number of other New Jersey Progressives, notably Record’s close friend 
and fellow-worker James G. Blauvelt. Noble, op. cit. 

18 Noble, op. cit. 
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tial with Progressives in both party camps: he helped Democratic Governor 
Woodrow Wilson achieve the remarkable legislative successes which 
stamped him as an outstanding presidential possibility,‘ and he was an 
active worker in Theodore Roosevelt’s Bull Moose campaign of 1912. To 
the end of a full life he continued to press his ideas for economic and social 
betterment upon all who would hear. Lincoln Steffens was so impressed 
with the “Record of George L. Record” that he called him “‘one of the most 
courageous, continuous, and unselfish leaders that democracy has ever had 
. in all history.”*° 

The influence of single tax principles is apparent throughout Record’s 
career and in his writings. Particularly interesting from the point of view 
of this essay is a series of articles which he wrote for the Jersey Journal 
(then an independent and fair-minded publication) at the height of the 
Progressive period. From January 1910 to October 1911 he conducted 
a daily column in that newspaper—well over 400 articles in all—many 
dealing with purely local political questions, but others containing pene- 
trating comment on the major issues of the day. In them Record worked 
out a coherent program based upon Henry George premises, a program 
worthy of analysis as an illustration of the influence of Henry George upon 
one of the Progressive Movement’s outstanding leaders. To that analysis 
the larger part of this essay will be devoted. 

The fundamental problem of land monopoly Record approached along 
single tax lines. As a first step he urged legislation allowing municipalities 
to exempt any class of property from taxation; this, of course, would enable 
local governments to exempt all personalty, buildings, and improvements 
and raise their total annual revenue by a tax on the value of land alone.** 
On the question of railroads and utilities, which played such an important 
role in the Progressive period, Record at first wavered between regulation 
and outright public ownership. At times—like many Progressives**—he 
seemed hopeful that regulation would prove an adequate remedy; he once 
declared that fifty-cent gas, three-cent trolley fares, and heavy reductions 
in express, passenger, freight, telephone and telegraph charges would be 
the “reasonably probable results” of a state utility commission with power 


19 James Kerney, “The Political Education of Woodrow Wilson,” N. Y., c. 1926, p. 
100 ff.; A. S. Link, “Wilson, the Road to the White House,” Princeton, 1947, p. 239 ff. 
20 Steffens to Kerney, quoted in Kerney to Record, July 14, 1931. Record Papers. 
The Record Papers were lent by the late Mr. James G. Blauvelt of Ridgewood, N. J. 

21 Jersey Journal, Dec. 3, 10, 1910; May 26, June 28, 1911. 

*? Regulation of utilities by state commissions was of course part of the Progressive 
Program in many states. From 1905 to 1907 fifteen states created new railroad or rail- 
road and utility commissions. G. G. Huebner, “Five Years of Railroad Regulation by the 
States,” Annals of American Academy, vol. 32 (July 1908), p. 139. 
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to value property and fix rates.** But a year later he was writing: “All| 
history proves that corruption and bad service result whenever the State 
allows private interests to perform what are naturally public functions,” 
The only remedy was government and municipal ownership and operation. 

The passing of time confirmed Record in this view. His efforts on 
behalf of Governor Woodrow Wilson’s public utility commission law of 
1911 and his work as a lawyer representing municipalities before the com- 
mission (which made up a large part of his practice for the next fifteen 
years) placed him in a unique position to observe the operation of the regu- 
latory technique. “As a result of this experience and the experience else- 
where,” he declared not long before his death, “I became utterly disil- 
lusioned in my hopes of substantial results from this policy of regulation. 
It is my opinion that it has completely failed to reduce rates, and has 
entailed on several of our municipal governments and upon the customers 
of these utilities a heavy burden of expense, and it has cost the state 
hundreds of thousands of dollars to maintain the commission.” The two 
chief obstacles to regulation he found in “the disposition of the Commis- 
sions to take the point of view of the utilities in making valuations” and 
the decisions of state and federal courts which refused to allow valuations 
on the basis of original cost alone. Public ownership, he reiterated, was 
the only solution.”° 

In considering the question of industrial monopoly, Record again showed 
the strong influence of Henry George principles. He had little patience 
with attempts to break up these combinations by anti-trust acts and law- 
suits; ‘‘the whole trust structure of this country,” he wrote, “is built up 
not upon Jersey charters or upon holding companies”*® but “by railroad 
favors or direct governmental privilege like a patent or the failure to 
enforce some law.”** The way to smash the trusts was to remove the 
privilege. The first step would be such an effective government control 
of the railroads (which in the last analysis would mean government 


23 Jersey Journal, Jan. 24, 1910. 

24 Ibid., Jan. 10, 1911. 

25 Manuscript of a radio address by Record, “What is the Next Step in Public Utility 
Regulation in New Jersey?” Jan. 26, 1933. Record Papers. 

* Jersey Journal, Mar. 11, 1910. Compare Record’s later criticism that Governor 
Woodrow Wilson’s New Jersey anti-trust acts (the “Seven Sisters Laws”) were based upon 
“a false economic idea that trusts can be created by corporation laws which are open to 
use by everybody. Trusts obtained their power to control markets not by anything in 
their charters unless they were granted exclusive privileges by the State in the charters, 
which the corporation laws of New Jersey do not do, but because they have after incorpora- 
tion acquired some natural resources, patents or illegal privileges like transportaton re- 
bates.” Record to John Bauer, Jan. 2, 1932, Record Papers. 

27 Jersey Journal, Dec. 1, 1910. 
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ownership”®) that favors to particular shippers would be impossible. 
Secondly, the patent laws should be revised: every invention should become 
the joint property of the inventor and the government, and should be open 
to use by anyone upon a royalty basis.2® In this way patents would 
stimulate competition instead of becoming a foundation for monopoly. 
Thirdly, the tariff—that prolific breeder of trusts—should be removed, 
both because it is privilege, “the taking of money from the consumer 
in higher prices in order to give it to certain favored manufacturers,” and 
because it is indirect taxation which the public pays without realizing it. 
Like other forms of privilege the only way to handle the tariff was to 
abolish it.2° And finally, monopolies which depend upon control of natural 
resources should be assailed with the tax weapon. The steel trust, Record 
pointed out, held vast ore beds out of use; these should be taxed at 4 per 
cent of their value which would force the trust either to use them itself 
or turn them over to someone who would.* In either case production 
would be increased and prices lowered. Record returned again and again 
to this point: “The land question,” he wrote with characteristic Henry 
George emphasis, “‘is at the root of this monopoly, as it will be found to 
be at the root of many other trusts, when the truth is known. The utter 
folly and stupidity of the policy which allows a few men to gobble up un- 
told millions of natural resources like iron ore, which they never produced, 
which they never bought from any one who did produce them, and the 
original title to which was founded upon fraud and force, will some day 
be apparent to all the people; and then we can begin at the trust problem 
with some hope of making rational progress.”** 

Record thus believed that with the privileges of railroad favors, patents, 
tariffs, and monopoly of natural resources removed, the trusts would col- 
lapse and competition would be restored. He had no faith in Theodore 


28 Ibid., June 7, 1911. 

29 Ibid., May 31, 1911. Record would have the royalty divided equally between the 
government and the inventor; the government, he argued, by issuing the patent makes profit 
to the inventor possible, and should therefore share in the returns. 

5° Record felt that any Congressional attempt to revise the tariff in the public interest 
would fail because the average legislator could not resist the pressure of the protected 
industries. He admitted that some enterprises might need aid to compete with low-cost 
foreign goods; these, he believed, should be given a direct bounty from the federal treasury 
“on proof before a proper tribunal of the amount of production and the cost of production 
here and in competing countries.” With the tariff removed, federal, state, and local taxing 
systems should be co-ordinated on a basis which would eliminate indirect taxes entirely. 
Jersey Journal, June 7, 13, 1910, Feb. 4, Mar. 18, 1911. 

$1 Jersey Journal, July 10, 1911. He later advocated that the government condemn 
a portion of the natural resources of the steel, oil, and anthracite coal trusts and lease them 
ee upon a royalty basis. Record, “How to Abolish Poverty,” Jersey City, c. 

» p. 38. 
*? Jersey Journal, Aug. 11, 1911. See also July 13, 1911. 
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Roosevelt’s proposal that the government control them through a special 
commission just as it was trying to control the railroads through the Inter. 
state Commerce Commission. Such regulation was sure to break down, 
especially if the government undertook the gigantic task of fixing the 
prices of all trust-made products.** Record carried his devotion to com- 
petition®* even into the field of banking and currency. Like many citi- 
zens he was alarmed by the spectre of the “money trust” and declared that 
of all the methods of robbing the public “the most dangerous is perhaps 
the control of money and credit.” As a remedy Record advocated free 
banking. The government, he proposed, should coin all gold and silver 
offered at the market ratio of the day of coinage; it should authorize banks 
to be established without limit and with power to issue money up to their 
paid-in capital (or, perhaps, their free assets), and should secure this cur- 
rency by collecting a small insurance tax. The government should issue 
no bills itself but confine its activities to supervising the acts of the banks. 
This system, Record believed, would provide an elastic currency, prevent 
the piling up of money in the great centers, stop hoarding, and insure free 
competition in the supplying of money and credit to all businesses.** 


Ill 

THis, THEN, was Record’s program to restore health to the competitive 
system in which he believed. As he summed it up in one article: “If the 
government owns and operates the railroads, the telegraph and the tele- 
phone, and the local municipalities own and operate the local utilities, and 
the currency laws are changed so as to make an elastic currency and so as 
to bring about free banking, and the patent laws are changed so as to de- 
stroy monopoly and allow everybody a license to manufacture a patented 
article on paying a proper royality, and the tax laws are so changed as to 
exempt buildings and all personal property from taxation, we will restore 
competition, and there will be no need of the Government attempting to 
regulate or control industrial trusts.”°* The program is a striking ex- 
ample of the influence of Henry George upon one of the leading figures 
of the Progressive movement. 

Record supported with enthusiasm the changes in political machinery 


33 [bid., June 7, 1911. 

34 Which he once described as ‘ta wholly beneficent natural device which operates to 
keep everybody at his best level of efficiency and to divide with exact justice between labor 
and capital the whole of their joint product.” Ibid., May 12, 1911. 

35 Jersey Journal, June 19, 1911. Record’s laissez-faire ideas on the money question 
are perhaps the least convincing part of his economic proposals. In later years he used to 
say, “We have got to learn more about this money question. We are not up to date.” 
Introduction by Amos Pinchot to Record, “How to Abolish Poverty”, p. 19. 

36 Jersey Journal, June 9, 1911. Record’s basic economic program changed little with 
the passing years: compare his ‘How to Abolish Poverty,” published posthumously in 1936. 
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which Progressives were advancing, but—like U’Ren and other single 
taxers—always insisted that they were only means to an end—the attain- 
ment of greater economic and social justice. He himself was one of the 
pioneers in the field of the direct primary,*” and in his columns he cham- 
pioned vigorously the initiative and referendum, the popular election of 
United States Senators, the direct nomination of president and vice presi- 
dent, the recall, the short ballot, and corrupt practices legislation.** But 
all these, he declared, “while good in themselves, are surface reforms and 
will not add a dollar to any man’s income and will not procure a job for 
any man who is out of a job, and will not aid any man in making reasonable 
provision against sickness or old age. ‘(hese reforms are merely measures 
to put power in the hands of the public and take away in our elections 
the great influence of money. We have most of these tools now in our 
hands. The supreme question now confronts us, what are we going to 
do with them?”*® 

Record’s paramount concern with the underlying economic problem 
saved him from ever becoming an advocate of mere “good government” 
for its own sake. Political corruption he saw as “the price we have got 
to pay for franchise, tariff, and tax exemption granted by law. In the 
end privilege, that is, the right to charge more than the service is worth, 
if created or protected by law, can only be maintained by the debauchery 
of the people.”*° He did not expect the underprivileged to become en- 
thusiastic over political reforms: pointing to the frightful living conditions 
in certain Jersey City tenements (where 80 persons including parents, 
children, and numerous boarders were found occupying 12 rooms) he 
asked, “What possible chance is there to appeal to these men as voters and 
as citizens? . . . Can any advocate of the commission form of govern- 
ment, for example, make up in his own mind an argument calculated 
to influence the votes of citizens living under these horrible conditions of 
poverty?” How would the election of “‘good men” to office increase their 
income? “It is perfectly plain, therefore, that the appeal ordinarily made 
on behalf of good government must fall upon deaf ears when it is addressed 
to people who have been reduced to the necessity of living under these 
dreadful conditions. . . . The cause is monopoly, and the removal of it 
is the task of the statesmanship of our time.”* 


57 Noble, op. cit., p. 131. 

SE. Jersey Journal, June 23, Aug. 9, Aug. 29, 1910; Jan. 6, Feb. 15, Mar. 3, Mar. 
27, Apr. 4, May 1, 1911. 

39 Ibid., June 17, 1911. 

40 Ibid., Jan. 4, 1911. 

*! Ibid., May 8, 1911. On one occasion Record went so far as to say that honest and 
economical city government alone—without more fundamental changes—would actually 
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That the statesmanship of the Progressive period did not solve the prob. 
lem of monopoly has long since become painfully evident. Record him- 
self was at first hopeful that leaders adequate to the task would arise, but 
as the years passed he came to feel that all the major political figures of 
Progressivism—Bryan, La Follette, Theodore Roosevelt, Wilson**—haq 
been equally futile in their approach to the fundamental problem of de- 
stroying privilege. The collapse of the Progressive Movement both nation- 
ally and in the states, Wilson’s preoccupation with world politics to the 
detriment of domestic issues,** and Record’s own unhappy experience with 
the progressive attempt to regulate utility privileges, all help explain his 
shift of view. In a remarkable letter written in 1930 he gives this un- 
flattering estimate of the liberal leaders: 


Bryan was essentially a preacher. He hated what he called plutocracy, 
the workings of which he never understood, and he loved humanity and 
was genuinely anxious to do something to better the conditions of the 
average man. 

Wilson never had any passion for anything because his temperament 
was cold, but his attitude was very much like Bryan’s when you analyzed 
his intentions, but Wilson never understood privilege, or if he did could 
not see any way to fight it without risking his political future. 

Roosevelt never understood privilege but so far as he did believed it 
belonged to another generation to fight it by fundamental change. His 
idea of fighting privilege was to get elected to the presidency and then make 
the managers of the big interests behave themslves by threats of adverse 
legislation if they did not. 

La Follette’s idea was that privilege which he never clearly understood, 
should be dealt with by regulation. 

As to all of these men the outstanding criticism which will count in 
history is that none of them understood privilege as Lincoln and Seward 
understood slavery, and they did not educate the public as to the real 
sources of the trouble and they had no constructive plan to deal with the 
trouble. 

Wilson and Bryan were exactly alike in that they were primarily preachers. 
Wilson thought if you could create an atmosphere of hatred of injustice that 
the beneficiaries would be ashamed of themselves and behave, which is a 
preacher’s point of view, and as applied to practical life is ridiculous. 
increase the difficulties of the average man. “Good government means less taxs, less 
taxes means higher values of land, which in turn means higher rents and harder living and 
business conditions. The only way to avoid that result is to tax land alone and exempt 
all buildings from taxation.” He did recognize, however, that political corruption is one 
of the bulwarks of special privilege and monopoly and that any changes which simplified 
city government made it more difficult for monopolists to hoodwink the public. bid., 
Mar. 27, July 31, 1911. 

42 Record was never impressed with Bryan, but had many good words to say about the 
others in his columns. See e. g. Jersey Journal, Apr. 2, July 7, 28, Aug. 22, Sept. 8, Oct. 
1, Dec. 24, 1910; Jan. 19, Mar. 25, Apr. 25, Aug. 4, 1911. 

*3 See Record’s famous letter to Wilson in Kerney, op. cit., p. 438 ff. 
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Bryan was also a preacher but he had the additional weakness of believing 
that democracy meant that the rank and file of the people was the founda- 
tion of wisdom and from them came cries for relief and remedies and that 
he did not have to examine these remedies, but that the voice of the people 
being the voice of God all he had to do was to find out if the people wanted 
something and that that was a revelation from Heaven and he had to stand 


for it... 
The outstanding fact is that Bryan together with these other leaders led 


the people up a blind alley and the work all has to be done over again. . . . 

Those of us who approach the problem of privilege from the standpoint 
of practical politics realize most keenly the fact that the difficulty of our 
job has been greatly increased by the profound disappointment of the 
people who trusted La Follette, Roosevelt, Bryan and Wilson only to dis- 
cover that neither of them had any program which led anywhere.** 

Or, as he wrote two years later: 
. . . None of these men stood for anything that I think is fundamental or 
lasting. The most that can be said is that they undertook to regulate privi- 
lege and monopoly, and all history shows that that can not be done. About 
all that they accomplished was to show that their efforts to accomplish 
something through regulation failed, and to that extent we ought to be 
wiser as the result of experience.*® 


The inadequacy of these leaders, Record felt in retrospect, extended to 
the whole Progressive Movement. “I think if you are going to write the 
history of that movement,” he advised a student, “you ought to write it 
from the standpoint that it was a failure, and that these leaders were unlike 
Lincoln in that they did not analyze the elements of the problem.”**® Only 
a more basic program, along Henry George lines, could bring lasting results. 

Record’s retrospective judgment of the Progressive Movement, though 
too harsh, contains a large element of truth. Many of the reforms it at- 
tempted were superficial in nature. But it did set up more democratic politi- 
cal machinery (available if we have the will to use it), extend civil service, 
eliminate the most flagrant railroad tax privileges, take steps toward a 
more enlightened labor policy, experiment with techniques of utility regu- 
lation in many areas and government ownership in some, and help keep 
alive American faith in popular government. The definitive history of 
Progressivism has yet to be written, but when all the evidence is in, the 
influence of Henry George (unless I miss my guess) will be found to be 
much greater than has hitherto been realized. It is hoped that this essay 
has been useful in calling attention to some examples of that influence. 

Pratt Institute 


“* Record to Charles H. Ingersoll, Oct. 14, 1930. Record Papers. 
= re to William M. Barr, July 12, 1932. Record Papers. 
ta. 


The Magic Word Capitalism 


CAPITALISM, A TERM invented by Karl Marx in his bitterness, has of late 
entered into the conservative vocabulary of praise. 

We do indeed live under a system that is the antithesis of communism, 
but must we call it capitalism? What Karl Marx meant by capitalism was 
a system under which the worker was subject to the Iron Law of Wages, 
a law that drove his remuneration down to a bare subsistence while the 
surplus value produced by him was taken by the capitalist as profit. 

Not even Marx, with all his economic rage, could assert that capitalism 
as he conceived it actually existed. It was a goal toward which the di- 
alectic of history was working. At the time of Marx there were still small 
businesses, family farms and prosperous professional men whose position did 
not answer to the Iron Law. There were labor organizations presenting not 
wholly ineffective resistance to wage-cutting drives. These were merely 
historical anomalies to Marx, bound to be ironed out in time. 

A century has passed since the publication of the Communist Manifesto. 
Has history brought the world nearer to the goal of ideal capitalism, all 
powerful in a world of proletarians living under the Iron Law? Contem- 
plate John L. Lewis, Phil Murray, Dubinsky, Potofsky. Do they look like 
hopeless leaders of masses of forlorn toilers? Contemplate the farm organi- 
zations, with many a member harvesting on his own land with his own 
hands products worth $10,000. And is capital, with all its vast accumula- 
tions, setting the tune to which the laborer and the farmer dance? Con- 
template Truman. 

Something has gone wrong with Marx’s dialectic of history. We are 
a hundred times farther away from the goal of ideal capitalism than we 
were a hundred years ago. We have a system that is the antithesis of com- 
munism, but it is just as absurd to call it capitalism as to call communism 
democracy. 

One can not even affirm that the capital factor in our system has more 
reason to detest communism than the labor and agrarian factors. Com- 
munism would expropriate capital, but what would it do to labor that 
claims a say in fixing its own remuneration? What the communist worker 
has to say he says under the knout. 

We ought to have a name for our system, a name that makes room for 
all the vital factors in it. The name capitalism stands for sornething that 
never was on land or sea and never will be. 


ALVIN JOHNSON 


Institute of World Affairs, 
New School for Social Research, 
New York 


Surrealism and Freedom 


By RoBErRT CLANCY 


THE TUMULTUOUS FIRST QUARTER of the twentieth century produced in 
bewildering succession nearly all those movements that are collectively 
known as “modern art”—fauvism, primitivism, expressionism, cubism, 
futurism, neo-classicism, neo-romanticism, purism, vorticism, construc- 
tivism, dadaism, surrealism—each with its flaming manifesto and restless 


experimentation. 

The second quarter of this century, though equally tumultuous, has 
produced scarce a single new art movement. Most artists of today are 
developing and modifying the contributions of their revolutionary elders. 
Of all the “isms” that were hurled forth in those hectic days, the only one 
that remains today as a coherent movement is the one that is least coherent 
in the public mind—surrealism. 

As with modern art generally, surrealism has its ramifications in 
psychology, politics, social philosophy, literature and the other arts. Its 
proponents explain that surrealism is a point of view in all these fields more 
than it is a movement. And a serious point of view it is, though the im- 
mediate precursor of surrealism was a very umserious “anti-art” movement 
—dadaism. 

After World War I, some avant garde artists gathered together and 
formed the dada movement. Its leaders were Max Ernst, Tristan Tzara, 
Man Ray, Picabia and Marcel Duchamp. An “international” movement, 
its headquarters were New York, Paris and Cologne. Disgusted and dis- 
illusioned with the chaos and misery brought on by the war, the dadaists 
declared their own war against society. In revolting, they repudiated all 
the conventions that went with that society—tradition, even reason. 
Their defiance took the form of scandalous exhibitions and exasperating 
pranks. Meetings were announced at which dada poetry was to be read. 
The “poetry” consisted of reading stock market quotations while bells were 
clanging; or two performing dadaists would shout each other down. Dada- 
ist art exhibits were calculated to shock. Often these meetings and ex- 
hibits provoked the enraged spectators to riot, and in more than one case 
the police had to intervene. All this, of course, was regarded as a “‘com- 
plete dada triumph.” 

The dadaists ended by mocking themselves. Any attempt by a more 
serious-minded dadaist to formulate aims was laughed out of court by the 
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others. Such a self-contradictory movement could not last more than 
a few stormy years. By 1922 dada was dead.' 


Adventure of the Spirit 
THEN CAME ANDRE BRETON. Not a dadaist himself, Breton felt that 
dada had accomplished something in spite of itself. It had pointed the way 
to a new adventure of the spirit and revealed certain forces which could 
no longer be disregarded. 

In Paris, Breton gathered around himself a few intellectuals, and on the 
debris of dada founded a new movement—surrealism. The aims of this 
movement were defined in Breton’s first Manifesto of Surrealism (1924): 
In the present “crisis of consciousness,” as Breton termed it, human 
thought needs to be recreated. For this task, untapped human resources 
must be explored, the processes of pure thought must be understood. 
These resources and processes are inhibited by tradition, convention, con- 
scious “‘ reason.” To release the energy that lies deep within us and that 
alone has value, is the aim of surrealism. The word itself means above, or 
beyond, realism—beyond ordinary objective realism and into the human 
spirit. 

Immediately, the surrealists conducted experiments to realize their aims. 
In various ways—through automatic writing, hypnotism, unpremeditated 
conversations—contact with “pure thought” was sought. This was the 
“heroic period” of the movement. Then questions arose as to the scope 
and possibilities of surrealism, and the movement entered its “analytic 
period.” 

The question of the literary expression of surrealism was answered by 
such poets as Paul Eluard and Louis Aragon who joined the movement. 
(Breton himself is also a poet.) We shall discuss the political position of 
surreaiism later. The question as to whether there could be a surrealist 
art, since the expression of pure thought would require spontaneous and 
unpremeditated application, was answered by Breton himself. He stoutly 
defended the possibility of a surrealist art, and presently all but the most 
irreconcilable of the ex-dadaists were attracted to the movement. More 
talent was added with the appearance of Yves Tanguy, André Masson, 
René Magritte, Salvador Dali? and others. 

With their new scale of values, surrealists rediscovered hevoes of the 


1A history of dadaism is usually included in works on the history of surrealism, 4 
brief bibliography of which will be found at the end of this article. ; > 

2 Dali’s notorious and fashionable antics in New York were looked upon with dis- 
favor by the surrealists. Breton dubbed him “avida Dollars.” When Dali showed him- 
self sympathetic to Franco, he was expelled from the movement. 
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ast—Poe, Lautréamont, Rimbaud, Bosch, Goya, Moreau. These were 
men who probed the human spirit for their inspiration. Edgar Allan Poe 
‘n one of his essays* reveals himself as a prophet of surrealism: “The pure 
Imagination chooses, from either Beauty or Deformity, only the most com- 
binable things hitherto uncombined. . . . But, as often analagously hap- 
pens in physical chemistry, so not infrequently does it occur in this chem- 
istry of the intellect, that the admixture of two elements results in a 
something that has nothing of the qualities of one of them, or even nothing 
of the qualities of either. . . . Thus, the range of Imagination is un- 
limited.” 

There we have a perfect surrealist formula; for one of the characteristics 
of surrealist expression is the creation of an image which brings about the 
fusion of two distant realities upon a plane equally unrelated to either. 
Lautréamont gave the classic example of the “chance meeting, on a dis- 
secting table, of a sewing machine and an umbrella.” 

The features of surrealism are: a flow of pure thought uninhibited by 
reason; non-conformity; disinterestedness. The methods of surrealism are: 
a priori images fully developed; automatism through compulsion; spon- 
taneity; free association.‘ 

And the indispensable prerequisite of surrealism is—absolute freedom 
of the spirit. Breton speaks of it as the first condition. Nadeau explains 
that the end of surrealism is “total liberty of being in a world liberated.” 

Such concern with liberty would lead not only to a study of the 
conditions of spiritual freedom but also of freedom in the world at large. 
And the surrealists did indeed turn their attention to the problem of a 
free society. They extended their revolt to a protest against the forces 
of social oppression. In their view, the iniquitous system that prevailed 
and that led constantly to wars, crises and misery, was supported by sacred 
traditions, conventions and “reason.” Down with them! 


The Turn to Freud and Marx 

FoR THE KEY to personal freedom, the surrealists turned to Freud; for 
social freedom they turned, curiously enough, to Karl Marx. Without 
going into it too deeply, they simply assumed that the communist revolu- 
tion was the way to a free world. It, too, was a revolt against conditions 
which the surrealists hated, and so it must be going in the same direction. 

Another reason for surrealist sympathy with Marxism may be found in 
some of André Breton’s statements wherein we detect overtones of Marxian 
dialectics. In proposing to “give mankind an understanding of its latent 


Marginalia XXXI. 
Cf. Sidney Janis, “Abstract and Surrealist Art in America.” 
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possibilities,” Breton says® “There is a hint in all this that there exists 
certain spiritual plane on which life and death, the real and the imaginary, 
the past and the future, the communicable and the incommunicable, the 
high and the low are not conceived of as opposites. It would be vain, 
therefore to attribute to surrealism any other motive than the hope to deter- 
mine that plane.” And again, “Construction and destruction should no 
longer be flaunted against each other.” 

Here we have, translated into surrealist aims, the Hegel-Marx concept 
of thesis, antithesis and synthesis. 

With this background, the surrealists placed themselves “at the service 
of the Revolution.” They wanted to be the intellectual wing of the 
Revolution; their contribution was to be the liberation of the mind. 

But the alliance was one-sided and the “service” of the surrealists was re- 
garded with suspicion by the Communists. All this concern with “total 
freedom” was, to be sure, of doubtful value to Communism! 

The surrealists first proffered their good offices to Lenin and were politely 
rejected. With the incumbency of Stalin their services were again offered 
and again they were rejected, this time less politely. No doubt they were 
being discussed in Moscow, for shortly afterwards they received a tele- 
gram from the U.S.S.R.: “In case of an imperialist war against the Soviets, 
where would the surrealists stand?” Their prompt reply was, “We 
await your orders.” But no orders came. 

The first sign of a rupture appeared when Aragon attended an interna- 
tional conference of Communist intellectuals in Moscow. Whatever 
transpired, Aragon returned to Paris a stauncher-than-ever Party man, 
publicly and loudly repudiating surrealism. Ill feeling was increased when 
surrealists spoke of “the wind blowing cretinism from Moscow.” 

Then in 1935, Ilya Ehrenburg, cultural spokesman for the U.SS.R., 
decisively joined the issue in an angry article® denouncing surrealism. It 
of course— 


was accused of being a decadent movement—“bourgeois,’ 
wrapped up in trivia and morbidity. The surrealists had criticized condi- 
tions in Russia as being precisely what they were protesting against—the 
forcing of men into a pattern that denied freedom of expression. This 
more than anything was the occasion for Ehrenburg’s furious attack. 
The final break came after World War II, with the surrealists at last 
convinced that the “Revolution” was not the road to freedom. Such a 


5 André Breton, “Second Manifesto of Surrealism,” 1929. 
*The Surrealists, translated and published in Partisan Review, October-November, 
1935. 
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break was bound to come. As early as 1924, Breton had misgivings about 
developments in Russia, but at that time his idealism won out. He wrote’: 
“I believe with all truly free men that the Revolution, even with its 
abuses, remains the highest and most moving expression that can be given 
to that love of Good in which the universal will and individual wills are 
united.” 

This is a tremendous thought, but it has little to do with the realities of 
the “Revolution.” It has become evident that the “abuses” are in fact 
a repudiation of the ideal of a union of the universal and individual wills, 
which can be realized only in an atmosphere of “total liberty.” 


The Road to Freedom 

Ir Is NO SMALL IRONY that the surrealists were rejected by the society 
they had heralded and that whatever acclaim they received came from 
the society they had despised. But we still have to account for the fact 
that they originally turned to the communist revolution as a revolt against 
the social and economic maladjustments of the world they lived in—and we 
are forced to admit that these conditions have not radically changed since 
the appearance of the manifestos of surrealism. 

What then? Simply this: that a “world liberated” remains to be 
achieved; and if it is to be achieved it must be in a way that removes the 
abuses of our present social system, avoids the abuses of communism, 
and realizes equal opportunities and full personal freedom for all. 

What are the prospects of surrealism? In Paris, the post-World War II 
succes de scandale of existentialism has overshadowed the surrealism of 
post-World War I. But surrealism has survived, and in America it is 
still a vital movement. Many of its European practitioners are now in 
this country and are leaving their mark. While few American artists have 
actually joined the movement, a very large number of the younger Ameri- 
cans have been profoundly influenced by it. Typically, they practice 
surrealism independently, assimilating rather than adhering.* 

How long surrealism will continue as a movement is conjectural. But it 
has made its contribution and pointed a direction that is only beginning to 
be realized. As the surrealists remind us, most of our unpremeditated con- 
versations, thoughts, dreams and inspirations are surrealistic, and they 
deserve to be explored and expressed. In this sense, surrealism will live so 
long as there are human beings—and so long as they are free. 


"In “The Surrealist Revolution,” December, 1924. 
8 This trend was noted recently by the Museum of Modern Art in New York, when 
new acquisitions of works by American artists were exhibited. 
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Agrarian Land Reform in Poland 


PosT-WaR CHANGE and development have both retarded recovery in 
Poland and boosted it, the Polish Research and Information Service said 
in a report on Poland’s recovery issued in October, 1948. Among the 
factors retarding recovery is listed: “Social readjustment attendant on 
basic land reform.” 


In a section of the report devoted to explanation of this, the official 
agency of the Communist-dominated Government of Poland says: 


Besides special obstacles already mentioned such as unusual frost and drought, agricul- 
ture has faced others as well. Restoration of soils and livestock is intrinsically a slow 
job. Further, land reform and the distribution of large estates in small parcels to 
peasants necessitated many temporary readjustments. Accordingly, farming has a less 
successful record to show than other activities. ... 

Because of agrarian reform, about 3,000,000 acres were distributed to 402,000 families 
in the period 1945-47. This is an average of 7.5 acres per family. 

Before 1939, 64 per cent of all farms occupied but 15 per cent of all arable land, 
averaging 12.3 acres each, against 43 per cent of arable land owned in estates larger 
than 247.1 acres. Farms of sizes between these two held 35 per cent of the land. 


The Polish land distribution scheme is referred to as a “basic” land 
reform, but it is not. There is no evidence that socialization of the rent 
of agricultural land was introduced, either by taxation or leasing. Forced 
grain collections of the Soviet type are not taxes upon differential (eco- 
nomic) rent, but upon income. Poland’s experience is another datum 
in support of the thesis of Soviet Academician Eugen S. Varga that land 


division in eastern Europe set its agriculture back roughly ten years. 
Ww. 
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Economic Trends in the Middle East, I 


By I. GUELFAT 


IN THIs SERIES of papers we shall deal with those parts of the Arab world 
in the Middle Eastern countries and with the Jewish economy in Palestine, 
taking into consideration the conformity and divergence of the features 
of the economic development of these countries. Neither from the politi- 
cal point of view nor from the economic aspect do the Arabs form, in 
the present historical era, a unity or a whole. The Arabs lead their 
national life in many countries, each of them characterized by distinct 
politico-economic or socio-cultural traits in accordance with the prevailing 
conditions of production in the mentioned countries. Simultaneously and 
parallel to the Pan-Arabic trends, there are also centrifugal trends, which— 
with varying conditions in the various countries—are growing and de- 
veloping, particularly in Egypt, Syria, and in Lebanon. In our opinion, 
the result of the struggle between the centrifugal and centripetal trends 
in the countries of the Middle East will largely depend on whether in each 
of these countries there will be created specific economic centres with an 
attractive force of their own—essentially different from one another—or 
the issue in question may ultimately depend on whether the economic ties 
between these countries will have been developed and fostered to such an 
extent as to create am economic centre in common, round which all the 
sectors of the Middle East economy will be grouped. 

Without trying to guess how things will develop, we should like, how- 
ever, to draw attention to a few facts and phenomena which may exercise 
a considerable influence on this development. 

The linguistic boundaries of the Arab world are very vast, ranging from 
the Atlantic Ocean in the west to the Iranian Mountains in the east, and 
from the Sahara in the south to the Taurus in the north. But the linguistic 
bond does not constitute in any way (or at best to a very small extent) 
a factor of politico-economic and social significance in the Arab world. 
Life in the western part of this world proceeded along lines completely at 
variance with that of its eastern part. Even during the period of Arab 
history and its flourishing peak, the unity of the Arab West and the Arab 
East was of short duration: it lasted only a few decades. 

The economic relations between the Arab East and its neighbors, 
Turkey and Iran, and with the countries of the Far East, Japan and India, 
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as well as those with France and Great Britain, were more extensive than 
the economic relations, say with Morocco and Algeria; while the economic 
interchange of Morocco and Algeria with Spain and France was much 
more considerable than that with Syria, the Lebanon, Iraq and Palestine. 

As far as conditions in the eastern part of the Arab world are concerned, 
they depend on several factors. 

The countries of this part of the Arab world, Egypt Syria, the Lebanon, 
Iraq, Saudia, Palestine, and Transjordan, are not separated from one another 
by natural boundaries. But all these countries as a whole are separated 
from the outside world by natural boundaries: in the north by the chains 
of the Ararat and the Taurus, in the south by the Indian Ocean, in the east 
by mountains and desert on the Iraqi-Iranian frontier, in the west by the 
Lybina desert and the Mediterranean. 

A special characteristic of this geographical bloc is the fact that it 
forms, so to say, a double bridge between Africa and Asia on the one hand 
and between Europe and Asia Minor on the other hand. Here lies the 
lifeline of the world commerce starting from the harbors of the Mediter- 
ranean to India and the Far East. Thus this geographical bloc performs 
a common and well-defined function in respect of the world economy: 
namely, the development and defense of this commercial highway which 
for many centuries served as a source of income and as an important factor 
in the economic development of these countries. 

At the time Baghdad was a world centre on this road. The wealth of 
Tyre and Sidom in the past as well as the rapid economic growth of Haifa 
and Beyrouth in our time are the result of a particularly favorable geo- 
graphical situation, namely, in the western part of the above mentioned 
inter-continental roadway. Hence the importance and significance of the 
relationship among some of these countries. Without Haifa and Beyrouth, 
Basra and Baghdad would lose their economic importance. 

True, close economic links have been forged, so far, only between Syria, 
the Lebanon, Palestine and Iraq. As far as Egypt is concerned, its posi- 
tion is similar to that of the Syrian-Iraqi “bridge”: it serves as a transit 
stage from the Mediterranean (Egyptian) harbors of Alexandria and 
Port-Said to the Red Sea, and from there to India and the Far East. How- 
ever, we must bear in mind that this road is more or less of secondary 
importance, as there is the parallel way via Haifa-Beyrouth-Baghdad-Basra. 

The importance of Egypt in respect of the world highways is similar 
and parallel to the importance of Syria and Iraq. Hence the similarity as 
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to the character of the relationship with the outside world and the 
similarity regarding their political and economic problems. 

Despite all this, we must differentiate between similarity and community 
of interests and problems. The link between Egypt on the one hand and 
Syria and Iraq on the other, for instance, is not of an organic nature and 
differs, therefore, from those which exist between Iraq and Syria. Although 
the desert on the western side of Egypt and the sea in the east seem to 
push Egypt towards the East, the natural outlet of Egypt and the direction 
of its development is undoubtedly the south, i.e., the Valley of the Nile. 
This river forms the basis of the very existence of Egypt, its agriculture 
and culture in general. It is, therefore, clear that an intensification of its 
relations with the Soudan and Ethiopia—the countries of the Nile—is of 
primary importance for Egypt. 

Saudia is associated with the Arab bloc to a lesser extent than any other 
of these countries. It does not play any active part on the commercial 
highways which runs from west to east. It is at a distance from the 
countries belonging to this bloc, and the desert divides it from the 
countries belonging to this bloc, and the desert divides it from Iraq and 
Syria. And something else: it differs from these countries essentially in 
respect of cultural development and social structure. 

The economic existence of Egypt, Syria and Iraq is based mainly on 
agriculture, while commerce, industry and artisanship are of secondary 
importance. It is true that also in these countries there are districts in- 
habited to a large extent by Bedouin nomads, but this part of the popula- 
tion does not form the decisive criterion of the social and economic 
character of the population. In Syria there are between 300,000 and 
350,000 Bedouin nomads in a total population of between 3,000,000 and 
5,000,000; in Palestine 70,000 Bedouin nomads in a 1,000,000 Arab 
population; in Egypt still less. 

Only in Iraq do the nomads constitute an appreciable percentage of the 
population, and this explains why Iraq is the most backward country in 
the Middle East. But even there, it is mot the nomad tribes but the 
agricultural class and the townspeople who are responsible for the general 
socio-economic structure of the country and the population. For this 
structure Baghdad and Basra are no less important than the desert and the 
caravans of the nomadic tribes. 

Things are entirely different in Saudia where nomadism and the nomadic 
tribes decide to a large extent the general structure of this Arab state. 
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At the same time the common language and religion form a connecting 
link between her and the other Arab states. 

The countries of the Middle East are tremendously rich in raw materials,” 
which are of importance also from a strategic point of view. Oil, cotton, 
potash (Palestine) are factors of the dynamic development of the economy 
of these countries, though maybe not the only ones. 

Oil is to be found in Iraq (District of Mosuland Kirkuk), in Saudia 
(District of Al Khasa), in the Baharin Islands, in Koweit, in Syria 
(Djesira) , and in Egypt. 

American geologists estimate the already prospected sources of oil in 
the countries of the Middle East at about 1.4 billion tons, and the 
potential quantity at 4.3 billion tons, which equals three-eighths of the 
total world reserves. 

Hence it follows that in fact, and more so potentially, the capture of 
the markets and investment of capital are factors determining the colonial 
and semi-colonial character of these countries and naturally the policy of 
the colonial powers in this part of the Old World. 

After the first world war, Great Britain was economically and politically 
predominant in the countries of the Middle East. Britain had occupied 
Egypt and the Egyptian Sudan in the nineteenth century. The mandates 
over Palestine, Transjordan and Iraq went to Great Britain, while France 
received the mandate over Syria and the Lebanon. Although the United 
States had no well-defined political or strategical positions in the Middle 
East, it nevertheless strove to exercise its influence in this geographical 
sphere, trying at the same time to weaken the influence of Great Britain. 
If Anglo-American friendship was clouded, this can be explained by the 
fact that a struggle, hidden and open, for a redistribution of spheres of 
influence was going on alongside commercial competition between the 
countries. 

Between the two world wars, a very important factor, if not the de- 
cisive one, arose in the sphere of international, politico-economic relations, 
particularly between the United States and Great Britain. This was 
the growing competition for Iraqi and Arabian oil. Rustrelnrn | 

This epoch now has a history of half a century. A New Zealand engi- 
neer, William d’Arcey, made successful explorations for oil in Iran and 
was one of the initiators of the famous Anglo-Iranian Oil Co. In 1902, 
he found rich oil wells in Iraq. Twelve years later, on the eve of the first 
world war in 1914, the Turkish Oil Company obtained from the Ottoman 
Government an option on a concession for the exploitation of oil in the 
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districts of Baghdad and Mosul. The shareholders were the Anglo-Iranian 
Oil Company with 50 per cent, Royal Dutch with 25 per cent, and the 
Deutsche Bank with 25 per cent. After the downfall of the Ottoman 
Empire at the end of World War I, protracted negotiations between the 
interested oil companies and the Iraqi Government were carried on for a 
renewal of the concession. The Iraqi Government demanded participa- 
tion in the company’s capital and in its management, in addition to royal- 
ties in conformity with the agreement reached at San Remo on April 
24, 1920. The main difficulty in organizing the exploitation of the oil 
wells in the districts of Baghdad and Mosul lay in the fact that certain 
influential international groups wanted to see the principle of the “open 
door” applied to oil throughout the whole of the Middle East. 

According to the agreement concluded on March 14, 1925 between the 
Turkish Oil Company and the Iraqi Government, this company obtained 
24 oil districts each of 12 square kilometres. As early as 1926 the com- 
pany undertook boring, and on Oct. 14, 1927 a well providing a heavy 
yield of oil was opened in the district of Kirkuk. The company organ- 
ized a large technical and administrative apparatus and extended its ge- 
ological explorations to the whole of Iraq. 

The attitude of the Iraqi Government towards the work of the oil ge- 
ologists was one of suspicion and unfriendliness. From time to time the 
government took administrative measures to prohibit the geologists and 
engineers from penetrating into various parts of the country. The com- 
pany, on the other hand, did all it could, regardless of cost, to mitigate the 
administrative zeal of the government and its agents. 

In 1929 the Turkish Oil Company assumed the name of the Iraq Pe- 
troleum Company and succeeded in obtaining permission from the Iraq 
Government to extend its geological explorations and drilling. During 
March, 1931, a final agreement was reached by both the interested parties 
which abolished the system of districts. The company was permitted to 
bore for oil on the eastern coast of the Tigre in the west, and on the Iraqi- 
Turkish and Iraqi-Iranian frontiers in the north and east, in addition to 
the districts of Baghdad and Mosul. The company undertook to complete 
by the end of 1935 or early 1936 the installation of pipelines to the Medi- 
terranean transporting annually no less than 3 million tons, and to pay 
to the Iraqi Government royalties of 4 shillings (in gold) per ton, the 
minimum amount having been fixed at 400,000 pounds (in gold) a year. 
The company also undertook to pay to the Iraqi Government, as soon as 
it started production of oil and the operation of pipelines—independent 
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of the quantity of oil produced—the sum of 200,000 pounds and to grant 
the government an equal amount as a loan without interest. 

The surface of the concession in the possession of the Iraq Petroleum 
Company amounted to 32,000 square miles. Other oil districts which 
did not belong to the above company, known under the name of “trans- 
ferred territories,” are in the hands of the Anglo-Iranian (formerly Anglo- 
Persian) Oil Company. The pipelines were ready before the date stipu- 
lated in the agreement. The question of the destination of the pipelines 
was a matter of violent dispute. Its importance can be readily under- 
stood from the composition of the company. The Anglo-Dutch Petro- 
leum Company, the French Petroleum Company, the D’Arcey Exploration 
Company (British), and the Standard Oil Company (American), each 
had 23.75 per cent of the shares. Participations and investments (Golub- 
kinians) accounted for another § per cent. 

Long before the transformation of the Turkish Petroleum into the 
Iraq Petroleum Company, the Shell group obtained a certain influence in 
the Turkish Petroleum Company (25 per cent together with the Deutsche 
Bank and the National Bank of Turkey, in which British capital was pre- 
dominant). With its defeat in the war of 1914-18, Germany was ex- 
cluded from the number of aspirants to the Near and Middle East pe- 
troleum but other, no less powerful, competitors appeared on the horizon, 
i.e. French and American capital. 

The admission of French capital was one of the results of the agreement 
concluded at San Remo; that of American capital however, was the out- 
come of a long and at times dramatic struggle between the British and 
American oil companies. In the circles that decided British oil policy, 
the desirability of Anglo-American co-operation in the administration and 
exploitation of the Iraqi oil wells has been voiced time and again before it 
actually was brought about. 

In the negotiations which proceeded the reorganization of the Turkish 
Petroleum Company and its transformation into the Iraq Petroleum Com- 
pany, the representatives of the British oil interests succeeded in getting 
an amendment to the paragraph in the San Remo agreement according to 
which the French group was to receive 25 per cent of all the shares and 
the government of the country through the territory of which the pipe- 
lines would run (Syria) 7.5 per cent. France would have obtained 32.5 
per cent of all the shares of the Iraq Petroleum Company. But the 
British managed to have the stipulation allowing Syria 7.5 per cent an- 
nulled and in addition they also succeeded in having the French participa- 
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tion reduced from 25 per cent to 23.75 per cent. This agreement, how- 
ever, did not put an end to the contradictions and frictions between the 
various groups of oil interests. France demanded that the pipelines should 
lead to Tripoli, while the British insisted on Haifa. Finally a compromise 
solution was reached to have two pipelines built: one leading from Kirkuk 
via Syria and the Lebanon, the other to Haifa by way of Transjordan and 
Palestine. The capacity of both these lines was equal: 2,000,000 tons 
of oil a year. The modest part played by France in the exploitation of 
the Iraq petroleum finds its explanation in two factors; her political weak- 
ness, and the fact that French capital is less active and more of the rentier 
type than British and particularly American capital. 

The pipelines of the Iraq Petroleum Company run through five ter- 
ritories: Iraq, Syria, the Lebanon, Transjordan, and Palestine. For the 
installations of these pipelines more than 200,000 tons of different ma- 
terials were used. The materials were acquired mainly in Great Britain 
and were transported to their destination by the British merchant navy. 
From the point of view of the vastness and importance of the project, 
the Iraqi oil enterprise can be compared with the building of the Suez and 
Panama Canals. 

“Co-operation among competitors” and “competition among co-opera- 
tors” is known to be a characteristic feature of monopolistic captital, 
whereby co-operation and intermediation either follow each other in suc- 
cession or run parallel. It is therefore not surprising that American 
capital tried to secure favorable positions in Saudia and the Biharis. 

In the beginning of the Nineteen Forties there was a marked intensifi- 
cation of contacts and increased co-operation noticeable between British 
and American oil interests but one must bear in mind that this co-opera- 
tion was a result of pressure by the American interests and that the co- 
operation may at any time be replaced by open competition and warfare. 

The interests of the great Anglo-Saxon powers in the Middle East are 
not at all confined to oil. Great Britain long ago monopolized the cotton 
resources of Egypt and the Sudan. These countries produce cotton in the 
finest qualities although they account for no more than 7 to 9 per cent of 
total world production. Egypt supplies the British cotton industry with 
one third of the raw material it requires for manufacture, and this explains 
why Great Britain used her influence on Egyptian affairs to make out of 
Egypt a cotton cultivating country. The economic history of Egypt can 
be regarded mainly in the light of the development of its cotton industry, 
in spite of the fact that cotton prices had frequently gone down. It goes 
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without saying that in periods of crisis the cotton area decreased con. 
siderably. Thus it was reduced from 2,082,000 fedans (1 fedan equals 
+ 4,200 square miles) in 1929-30 to 1,093,000 fedans in 1931-32. But by 
1936-37 the area increased to 1,716,000 fedans. The struggle was then 
going on between Great Britain and Egypt herself for the estuary of the 
Nile and the whole Nile Valley was affected by the effort to achieve 
cotton monopoly. While American oil interests succeeded in getting 
firm foothold in the Middle East, American cotton interests have been 
trying since 1927 to capture positions in the Nile Valley. 

Due to the increased exploitation of the oil resources of the Baharis and 
the Arabian Peninsula, the Americans brought the production of oil to 
more than 2,000,000 tons a years. With the help of the United States 
Government, American oil capital is about to build pipelines 1,600 kilo- 
meters long from Arabia to the Mediterranean. The Iraq Petroleum 
Company decided to build a second line from Kirkuk to Haifa, increasing 
its capacity up to 6,000,000 tons, and also to construct additional pipe- 
lines to Tripoli. 

The American interests invested large sums also in the Egyptian oil 
industry, whose production during the war reached the total of 1,200,000 
tons. Likewise they obtained a concession for a period of 60 years for 
the building of automobile assembly plants and oil refineries. The ter- 
mination of French political and economic influence in Syria and the 
Lebanon was not exclusively the result of pressure by the growing national 
movements in these countries. One can only say that British imperialism 
in the Near East availed itself of the national movement in the countries 
of the Levant in order to strengthen its hold on the former French posi- 
tions. Various causes can be given to explain the “hostile attitude” of 
British imperialism towards the French. One of the principal factors was 
no doubt the desire of the British to “round off” their oil territories in the 
Middle East. In Syria, mainly in her north-eastern part, Djesira, there 
are important oil wells and the terminus of the pipeline in Tripoli some- 
how formed a “natural” complement to that of Haifa and its refineries. 
Furthermore, some geologists declared that there was reason to believe 
that there are oil wells to be found in the western part of Syria as well, 
in the districts of Alexandria and Tripoli. 

British capital is also vitally interested in the utilization of the hydraulic 
energy in which Syria and the Lebanon are so rich for the purpose of 
transforming it into electric power. From the Lebanese mountains many 
rivers and streams run down towards the Mediterranean. The slopes of 
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the mountains are steep and the movement of these rivers and streams is 


swift, so that cheap electric energy can be obtained in large quantities. 
Some famous specialists suggest that it is possible without any particular 
difficulties in the course of a few years to extend the electric energy out- 
put of the Levant up to $00,000 horsepower. Before the war the total 
capacity of the existing power stations amounted to only 40,000 horse- 


power. 
The penetration of foreign capital into Palestine was, on the whole, a 


rather slow process. The small size of its population, its administrative 
dependence (until the first world war) on Beyrouth (Palestine was “South 
Syria”), the lack of local raw material, the negligible number of urban 
centers, and so on, were all unfavorable to the attraction of foreign capi- 
tal. This capital went on occupying important economic positions in 
Egypt, Syria, and the Lebanon, leaving Palestine for the time being out- 
side the scope of its interests. For several decades, therefore, Palestine, 
which is now the most advanced country in the whole of the Middle 
East from the point of view of socio-economic development, was the most 
backward country of the lot. 

Jewish immigration and colonization were powerful factors in the 
dynamic and progressive development of the country. During the twenty 
years or so which separate the two world wars, Palestine experienced a 
flow of capital and men. The import of this capital was not a burden 
to the community as opposed to the case of Egypt, Syria, etc., and of 
other more “typical” colonial and semi-colonial countries, where the terms 
of amortization and renumeration of foreign imperialistic capital were at 
times more than hard. During this period the public capital reached the 
figure of 25,000,000 pounds, i.e. 23 per cent of all imported capital. 
Private capital looking for refuge under any conditions, on the other 
hand, amounted to 85,000,000 pounds. 

One of the representatives of the British Civil Service in Palestine, who, 
on the whole, was not sympathetically disposed towards Jewish immigra- 
tion and colonization in the area, had to admit the positive character of 
this immigration and of this import of capital: 


Various factors have combined to foster the rapid development of the 
local industries. . . . In the first place they form an outlet for the new 
capital flowing into the country, a considerable proportion of which is 
still lying idle. They also provide work for new immigrants. Their 
promoters are often new arrivals with years of experience in particular 
industries which they desire to use in their new home. Local demand has 
so much increased as to justify local production of certain goods and ex- 
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pansion of existing factories. The promoters are fortunate in that they 
can open their works with the most modern plants and methods. (C 
Empson, “Economic Conditions in Palestine,” July 1935, p. 53.) 


Of course, we are aware that Palestine enters the orbit of interests in 
the Middle East, those of Great Britain in the first place, but latterly also 
those of the United States. However, the intrinsic nature of Jewish im- 
migration and colonization gives specific character to the socio-economic 
structure of Palestine and this, under certain conditions, may lead to a 
decisive influence on the course of development of the Middle East. 


(Continued) 
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Allotment Policy in Budapest 


DuRING THE KAROLYI REGIME in Hungary, efforts were made to bring the 
land into cultivation and allocate resources to those who would best use 
them in Budapest by sound scientific means, through an application of the 
social land value taxation technique. When the reactionaries of the right 
returned to power, they effectively estopped all efforts in this direction. 
Now Budapest and all Hungary is under a Communist-dominated regime. 
The city, as well as the nation, is seeking once again to solve its land 
question, and of course, is doing it through direct action rather than 
economic means that would reward co-operation and penalize sabotage of 
the people’s interests. The Mayor of Budapest instructed all owners of 
plots of land that were then under cultivation, that is, allotments, to report 
by Dec. 1, 1948 to the district production controller if they want to culti- 
vate the land themselves. All plots of land which have not thus been 
reported, it was announced, would be leased by the production committees 
to the local claimants. The Mayor, evidently, is wrestling with the problem 
presented by speculators who are willing to go to the trouble of cultivating 
their vacant land in order to pass it off as allotments and thus escape 


confiscation. 


Human Relations in Industry 


From Ernst Abbe to Karl Mannheim 
By Hitpa WEIss 


I 

“EIGHT HOURS TO WORK, eight hours to sleep, eight hours to be a human 
being (Mensch sein) ,” was the slogan under which Ernst Abbe introduced 
the eight-hour-day in the Zeiss Optical Factory in Jena, Germany in 1900." 
Abbe, the founder of the Carl Zeiss Stiftung (Foundation), was a social 
reformer and philanthropist. He recognized early the fact that, even 
under very favorable social and working conditions like those established 
at his factory, the working man was still mostly a worker, very little a 
man, a human being. Even highly qualified work of mechanical precision 
had to undergo more and more the specialization process of division of 
labor and mechanization. To be a human being was considered by Ernst 
Abbe as a rightful demand of the industrial worker; but, at his time, he 
believed its realization possible only outside working hours. 

Human relations in industry have undergone three important changes 
in the last hundred years: (1) No separation between being a worker and 
being a human being in the traditional workshop where co-operation be- 
tween master, journeyman and apprentice was the rule; (2) Purposive sep- 
aration between being a worker and being a man under the conditions of 
mechanization and bureaucratization of industry; (3) Recognition of the 
worker as being a whole human personality whose rights and desires during 
working hours and outside have to be taken into consideration. 

Ernst Abbe, standing on the threshold between the first and second 
stages of this development, made an attempt at an individual solution of 
human relations in his own factory. Karl Mannheim designed a scheme 
for the purposive transition from the second to the third stage within the 
framework of planning social changes in our contemporary society. 

In the original optical workshop, founded in 1846, the relationship be- 
tween Carl Zeiss and his fellow-workers had been the traditional one: he 
had worked and lived with them; no separation between being a worker 
and being a man. What Max Weber calls the “traditional domination” 
was based on the “everyday belief in the sacredness of traditions that have 


1 See Ernst Abbe, Sozial politische Schriften, Jens, 1906, p. 231; Hilda Weiss, Abbe 
und Ford, Berlin 1927, p. 18. 
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been valid longer than anyone can remember.”* In that workshop no 


formal regulations existed. In the process of learning the mechanical skill, 
human relations were easily established in that relatively small group: su- 
perior-subordinate and co-operative relationships were naturally formed. 
“Technical and social skill,” as Elton Mayo would say, were developed 
simultaneously. 

Abbe had the chance to see one period of industrial relations close and 
another open and he had the insight to recognize the implications of the 
social change. He not only lived long enough to see the Zeiss workshop 
grow into an optical factory with many hundreds of workers and increas- 
ing division of labor, but he was also a witness to the birth of large-scale 
enterprise, of joint stock companies and big corporations in Germany. 
Abbe studied the effects of mechanization of labor which separated the 
workers from their tools and the development of corporations which sep- 
arated ownership and control. The result of his research proved loss in 
the individual’s pride in his work, loss of traditional human relations be- 
tween master and worker and between fellow workers. In his factory he 
introduced a good and stable minimum salary guaranteed to every worker, 
which was increased by (a) a supplement according to the individual out- 
put as a production bonus and (b) a Christmas bonus signifying a sharing 
in the profits of the enterprise. The right to a pension was attached to 
the basic salary. A housing project was established, not owned by the 
factory but by a co-operative agency of the workers. The factory founda- 
tion, together with the University and the city of Jena, set up a variety 
of educational and recreational facilities that assured the workers pleasant 
social conditions and an extremely high standard of living. A workers’ 
committee (Arbeiter-Ausschuss) served as an example of workers’ rights 
for German labor legislation. Foreseeing the bad effects of mechanization 
of industry, Abbe suggested to other employers and to the State that a 
substantial part of industrial profit should be used to improve the economic 
and social conditions of the workers; greater security should be given by 
a pension and profit sharing plan, and by severance pay; workers’ commit- 
tees should establish greater social recognition and participation in man- 
agement responsibility. After the German Revolution of 1918 and the 
new law concerning factory councils, the Zeiss workers increased the 
power and strengthened the influence of their factory council tremen- 
dously on the basis of industrial unionization and the closed shop. On a 

2 Max Weber, Wirtschaft und Gesellschaft, Part Ill, p. 124. 
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small and limited basis Abbe understood the necessity of continuous mu- 


tual adjustment between the institutions of our society to bring about 
social changes in the interest of man himself. 


I 
“THe Cari Zeiss Stiftung is not ruled by private business interests but 
by the interests of general social welfare.”® This concept of the réle of 
large-scale enterprise was shared in Germany, among others, by Gustav 
Schmoller and Walter Rathenau* and has been echoed by Henry Ford in 


this country. 

The profits we are most interested in are those the public gets from using 
the commodities that industry produces. After all, the only real profit is 
general benefit. 

In these ideologies of private entrepreneurs the social aspects of the in- 
creasing division of labor are stressed but the private appropriation of 
profit is forgotten. Historically, however, the social division of labor 
succeeded the individual work of independent artisans in the form of mass 
production of factory workers dependent on an individual entrepreneur 
who owns the machines and the profits on production. The social division 
of labor, made possible by the private ownership of capital, has brought 
about the growing one-sidedness and imperfection of the individual worker. 

The effect of mechanization of industry and large-scale enterprises on 
human relations is one subject on which Karl Marx and Max Weber 
agreed: what Marx calls “Verdinglichung” (reification) and Weber “ra- 
tional domination,” describes the process of formal, rational, impersonal, 
dehumanized relations in industry. Personal “values” are excluded, rela- 
tions are objectified. Business is supposed to be carried out according to 
“calculable rules” and “without regard for persons.” Industrial relations 
are best where love and hatred, all pure personal, irrational and emotional 
elements which escape calculation, are eliminated. Max Weber compares 
the rule in the large corporation to the functioning of the State: “Ra- 
tional bureaucracy” promotes rational efficiency here and there. He iden- 
tifies “the process of rationalization with mechanism, depersonalization, 
and oppressive routine. Rationality, in this context, is seen as adverse to 
personal freedom.”® 


. Abbe on the fiftieth anniversary of the optical workshop, 1896. 

*“\.. The de-individualization of ownership, the objectification of enterprise, the 
detachment of property from the possessor, leads to a point where the enterprise becomes 
transformed as it were into a trusteeship, or perhaps it would be better to say into an in- 
stitution resembling the State.” Rathenau, “In Days to Come,” New York, 1921, p. 121. 

°Gerth and Mills, “From Max Weber: Essays in Sociology,” New York, 1946, p. 50. 
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The technical process of industry creates a social structure in which 
personal factors are reduced to the minimum. To counteract these con. 
ditions of anonymity and Verdinglichung (reification) ,° workers in large 
enterprises have created informal groups and cliques in which their desire 
for social recognition may be satisfied to a certain extent. Thorstein 
Veblen describes another reaction provoked by our machine culture: 4s 
training for mechanical production becomes more and more matter-of-fact 
and impersonal, mostly a “quantitative apprehension and appreciation of 
things,” a desire for “taking a vacation,” a return to nature, to simple 
life, develops like an antidote in the depersonalized individual. The maxi- 
mum increase of output is the aim of production, the dehumanized worker 
is its by-product. Be it Taylorism, Fordism or Stakhanovism, all these 
methods of standardization are different only in their procedure; the ex- 
pected result is increased output. Production is more important than man. 
Production does not serve man but man serves production: “La réalité éco- 
nomique prime la réalité bumaine.’”* 

As property rights have dominated human rights, economic interpreta- 
tion of the workers’ demands has been the rule among entrepreneurs as 
well as ataong workers: Marx’s economic interpretation of history has 
been greatly responsible for the worker’s point of view, an oversimplifica- 
tion and standardization of the labor problem for that of the employers. 
Recent industrial research, especially that of Elton Mayo, Roethlisberger 
and Dickson, and B. B. Gardner,® has finally destroyed that myth upheld 
on both sides of the fence. The result of those industrial studies was that 
economic motivation was subordinated in the minds of the interviewed 
workers to considerations of their whole personal and social situation, to 
their own definition of their conditions, especially their social relationships 
with superiors and fellow workers. Wage increase seemed to be less im- 
portant than “Security, pleasant working relations and status in a com- 
petitive society.”*° 

Is Veblen right in his statement concerning the loss of pride of work- 
manship in our machine-dominated industrial process? Was not perhaps 


6 A comparison between anthropomorphism in ante-machine age and reification in the 
machine age might be an interesting study. 

7 Thorstein Veblen, “Instinct of Workmanship,” Ch. VII, p. 318. 

8 See Daniel-Rops, Par dela notre nuit, Paris, 1946, pp. 161-5. 

® Elton Mayo, “Human Problems of an Industrial Civilization,” New York, 195); 
Elton Mayo, “The Social Problems of an Industrial Civilization,” Boston, 1945; Roethlis- 
berger and Dickson,” Management and the Worker,” Cambridge, 1939, B. B. Gardner, 
“Human Relations in Industry,” Chicago, 1945. 

10 Wilbert E. Moore, “Industrial Relations and the Social Order,” New York, 1946, 
p- 342. 
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the guild artisan as dominated by tradition as the modern worker is domi- 
nated by rationalization and technological division of labor? Don’t we 
embellish today the journeyman’s general living and working condition by 
thinking only of the individual use of tools and forgetting the long hours 
of work and the often unpleasant surroundings? What the worker today 
resents is not so much having become an attendant to a machine but having 
lost social status and recognition of his réle and work by being considered 
much less important than the machine and its output. Working condi- 
tions can certainly be improved in the direction indicated in those studies 
concerned with fatigue and monotony in machine shops, not only by 
changing the working conditions and by introducing rest periods, but by 
letting the worker know his rdle and his part in the enterprise as a whole. 

Division of labor under “normal” conditions, according to Emile Durk- 
heim, produces social solidarity. On our level of industrial civilization, 
“organic solidarity” is realized by the interplay and interdependence of 
heterogeneous forces: society as a whole develops more freedom of move- 
ment as each individuality contributes its share more fully. The parts 
acting in their individual ways grow in their specific actions as these ac- 
tions contribute to the growth of the whole. Durkheim calls our present 
situation “anomuic,” because in industrial crises and in stages of conflict be- 
tween capital and labor the normal division of labor is frustrated: speciali- 
zation leads to greater separation in large-scale industry, separation of the 
worker from the employer and separation of the workers themselves whose 
“spirit of togetherness,” whose interest in social relationships and co-opera- 
tion is “snuffed out.”** Under “normal” conditions each individual at 
each place in the social division of labor supposedly maintains “constant 
relations with neighboring functions,” take “cognizance of their needs and 
of the changes which they undergo.”!* In actual industrial relations, 
social distance and isolation are produced instead of the social cohesion 
which should be the normal source and result of division of labor. 

The technological changes under which man suffers as long as they 
dominate him by creating insecurity and unemployment can and must be 
dominated by man. They make possible a liberation of the individual in 
the economic sphere of life which has to follow the realization of political 
freedom. Technological inventions have no value in themselves; all de- 
pends on the use man makes of them. We have achieved great accomplish- 
ments in the field of technology but we have not been able to make the 


1 Emile Durkheim, De la Division du Travail, Paris, 1893; New York, 1933, p. 357. 
12 [bid., p. 372. 
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greatest use of our inventions for the best of man’s individual development 
or group co-operation, be it between social classes or nations. 

The doctrine of “technological primacy” or the “theory of the cultural 
lag” is objectively true as long as “the original goal of more economical 
production” retains “‘precedence over other values.”** But how should we 
be able to bring about those social changes that establish the primacy of 
man, the human rights of the individual in the field of economic relations 
as they were established in our political system? The year 1789 is remem- 
bered not only because of the political victory of human rights, liberté, 
égalité, fraternité, but also for Watt’s steam engine that was then intro- 
duced into the cotton industry. Coinciding with the political revolution 
the technological revolution created the preliminary condition for the 
economic liberation of man. The road of technological progress has been 
long and hard: from the Luddites who destroyed the machines as their 
enemies, over the domination of man by the machine for more than a 
century, to the liberation of man by machine which is man’s task in our 
time. 


Lyman Bryson contrasts fascism and democracy by stating that democ- 
racy sacrifices or uses all processes to save the individual while systems like 


fascism “‘sacrifice persons to reified institutions.”** But that is exactly 
what we have done in our developed economic system. 


Ill 


IN THE FIELD of human relations, between nations, between races, between 
classes we are faced today with the necessity of important social and cul- 
tural changes, for the sake of the survival of our civilization. One of 
Karl Mannheim’s main ideas in his brilliant analysis of “Man and Society 
in an Age of Reconstruction” is his concept of “social technique.” The 
“practices and agencies which have as their ultimate aim the moulding of 
human behavior and of social relationships I shall describe . . . as social 
techniques.”** At that point Mannheim criticizes Marx for having seen 
“the dynamic significance of technique” only “in the sphere of produc- 
tion” and having overemphasized its importance according to the peculiar 
character of his time. Marx failed to recognize the significance of tech- 


13 “Twentieth Century Sociology;” “Sociology of Economic Organization,” by W. E. 
Moore, New York, 1945, p. 461. 

14 Lyman Bryson, “Science and Freedom,” New York, 1947, p. 75. 

15 Karl Mannheim, “Man and Society in an Age of Reconstruction,” New York, 1940, 
p. 247. 
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nology in non-economic fields and their réle in social changes.* “Modern 
social technique is a vital necessity for every large industrial society; it 
is equally important for its psychological, economic and industrial pre- 


servation.” 
In order to understand Mannheim’s advice to his contemporaries, which 


has become his legacy*® to the sociologists of our time, we have to get ac- 
quainted with his diagnosis and historical analysis in which he partly fol- 
lows Durkheim. Mannheim distinguishes “three essential historical stages” 
which he describes as ““(1) man at the stage of horde solidarity; (2) man 
at the stage of individual competition; (3) man at the stage of superindi- 
vidual group solidarity.”?® 

The first stage of human group life is characterized by what Durkheim 
calls “mechanical solidarity”; in a homogeneous horde the individual plays 
a role only as part of the whole, which adapts itself to the conditions of 
the environment. 

On the second level, man is a part of “the world of individual competi- 
tion” and he is aware of his own responsibility. He does not act like a 
submissive member of an all-powerful group any longer but he uses his 
own mind and acts according to his own decision. “Individual competition 
led to the emergence of subjective rationality. . . .”°° Everybody cared 
only for himself without caring what became of society as a whole. 

The last and contemporary stage, according to Mannheim, leads man 
into “superindividual group solidarity.” In our present world, large 
groups, like large-scale industry and highly organized trade unions, have 
taken over the réle of acting in society: “The individuals who until now 
have been increasingly separated from one another are compelled to re- 
nounce their private interests and to subordinate themselves to the interests 
of the larger units.”*? The attitude of group solidarity is changing, forced 
by increasing group conflicts (between capital and labor and between na- 
tions), into an awareness of the need for planning. Even if today the in- 
dividual still thinks only of the interests of his own group—Mannheim 
calls that a “biased-planning”—he is becoming more and more conscious 
of the need of planning for the whole of society, and not in the interest 


18 We know now that not only Marx confused the aspirations of homo economicus with 
those of real human beings. 
1T Mannheim, ibid., p. 260. 
18 Mannheim died in January, 1947. 
1° Mannheim, ibid., p. 68. 
20 Thid., p. 69. 
21 [bid., p. 69. 
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of one group only. Mannheim believes that most of our social conflicts 
have their origin in the transition from laissez-faire to a planned society, 
Many social changes are due because of the transition from a democracy 
of the few to a “‘mass-society.” 

Mass production, made possible by mechanization of industry, raised the 
standard of living of a whole people and created the basis for mass edu- 
cation. Mass education is the foundation of a functioning political democ- 
racy, of the political freedom of the individual. But how can a society 
function without social conflicts as long as there is political freedom as- 
sociated with depersonalization (Verdinglichung) and rational domination 
in the sphere of economic life? 

We mentioned above one important finding of the most recent industrial 
research, that the worker’s definition of the situation as a whole was essen- 
tial. If we want to change rational domination into human relations in 
industry, we shall have to consider the industrial situation as a whole. We 
shall have to plan economic freedom in industry where at present both large 
groups, capital and labor or, better, management and labor, have been 
dominated by the output of production and the interest in impersonal 
efficiency. 

Our liberal and democratic traditions can be used for mass education 
with more wisdom and success than nazism and fascism have shown. We 
have developed ideals of individual independence, attitudes of fair play 
and mutual consideration which used as “social technique” can help bring 
about that economic freedom in industry or economic democracy. The 
values of laissez-faire can only be saved by a new technique. “The old 
ideal of freedom,” says Mannheim, “‘can only be attained by the technique 
of planning for freedom.”®? In industry, collective freedom of all can 
only be secured by democratic planning. Mutual control can replace ra- 
tional domination or bureaucratic control. How can co-operation and 
democracy supplant conflict and autocracy in our industrial organization? 

At present an employer or management has greater freedom than the 
workers because the former determines goal and methods of production. 
“Apart from freedom to decide one’s own destiny and dispose of one’s own 
property, freedom will depend on the influence one is able to exert in deter- 
mining the aims which are to be realized by collective action.”** Possi- 
bility of self-expression is an important aspect of freedom. The industrial 


22 Tbid., p. 364. 
23 Ibid., p. 373. 
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worker who has but to execute orders given him from above without 
understanding their significance for the enterprise as a whole or for his 
particular réle in it, lacks this possibility. Social action is imposed upon 
him and is not the “result of a spontaneous discussion of situations and 
events.”24 In a democratic organization of industry, control can be estab- 
lished by consent rather than by authority. Division of labor, according 
to Mannheim, can be used as a “social mechanism” to bring about either 
obedience and submission or it may foster initiative, ability to take risks 
and responsibility. The social condition can be arranged to produce one 
or the other. 

Roethlisberger and Dickson have given us as one of the most important 
results of their studies at Western Electric a great practical example of 
Mannheim’s theory: in our modern industrial enterprise the worker is at 
the bottom of a highly stratified organization and has to accommodate 
himself to changes he does not originate. The communication between 
management and labor is usually a one-way street—from the top down. 
The experiment at Western Electric gave us the comparison of two work- 
ing situations, the usual one just described in which the workers only 
execute orders and a new one in which the girls in the Relay Assembly 
Test Room were not only informed about the changes to be arranged in 
their working conditions but their judgments and feelings were taken into 
consideration. The girls participated actively in the organization of their 
work, they formed an informal friendship group among themselves; they 
felt very important, because they consciously participated and shared re- 
sponsibility in an experiment aimed at improving the working situation in 
the enterprise as a whole. They worked freely without anxiety under new 
conditions: “It was fun to work,” they said. The result of the experiment 
was an increase in the output rate of these girls which could not be ex- 
plained by changes in their physical conditions of work but could be “re- 
lated to what can only be spoken of as the development of an organized 
social group in a peculiar and effective relation with its supervisors.”?5 

The conflict that exists in the modern industrial enterprise between its 
technical and its social organization has been eliminated in this experiment 
by allowing the workers to use their informal group as “‘social mechanism” 
for the adjustment. In contrast to the usual development of informal 
groups among workers for the purpose of gaining security and for defend- 


24 Ibid., p. 372. 
25G, C. Homans, “Group Factors in Worker Productivity,” in “Readings in Social 
Psychology,” ed. by Th. M, Newcomb and E. L, Hartley, New York, 1947, p, 452. 
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ing their rights and interests against the demands of management, the in. 
formal group in the Relay Assembly Test Room was organized in co. 
operation with management in the pursuit of a common purpose. 

In this example the result of the experiment was not only an increase of 
economic efficiency but also of the workers’ psychological satisfaction. A 
different concept of efficiency will be decisive in “planning for freedom” 
in industry. “The psychological, social, and technical means applied 
should be judged by their effect on character and individuality as well as 
by their purely technical efficiency.”** The Western Electric research 
shows that division of labor, used as a “social mechanism” according to 
Mannheim, can put human co-operation in the place of conflict by distrib- 
uting responsibilities among the participating individuals following a def- 
nite plan worked out jointly. The fulfillment of the workers’ desires for 
participation and for responsibility, for security and for social recognition, 
as formulated by an expert in industrial relations, is not only necessary to 
satisfy the workers’ interest in self-realization but constitutes one of the 
“minimal conditions” for successful co-operation in an industrial organi- 
zation.** 

Although technology has helped us to dominate our environment it has 
brought with it such complicated organizational relationships, that our 


energies have to be used more than ever before to adjust social relationships 
which otherwise lead to conflict and war. Natural causes have been largely 
replaced by social causes of calamity. We have learned, at least to a cer- 
tain extent, to control nature; we have to learn to understand our human 
relations and to control them. We can create social conditions in industry 


where social adjustment is possible. 

The industrial worker can be a human being im the industrial process as 
soon as democracy enters the man’s working life. Economic democracy, 
like political democracy, serves to develop the human personality; but it 
can only serve man if man is not forgotten in the considerations of eco- 
nomic efficiency. In our contemporary stage of “superindividual group 
solidarity,” of large-scale industry and highly organized labor unions, this 
economic democracy can be planned by all members of the industrial or- 
ganization. 

Durkheim’s “anomie” can be overcome, social solidarity achieved if we 


26 Mannheim, ibid., p. 267. 

27 See Douglas McGregor, Industrial Relations Section, Massachusetts Institute of 
Technology, “Getting Effective Leadership in the Industrial Organization,” in Advanced 
Management, October-December, 1944. 


Human Relations in Industry 297 


use the division of labor in modern industry as a social device to plan suc- 
cessful human co-operation. 

At the stage we have just reached [says Mannheim], it seems to be 
greater slavery to be able to do as we like in an unjust or badly organized 
society, than to accept the claims of planning in a healthy society which 
we ourselves have chosen. The realization that fair and democratic plan- 
ning does not involve the surrender of our freedom is the mainspring of 
those arguments which show that an unplanned capitalist society is not 
the basis of the highest form of liberty.** 


Brooklyn College 
28 Mannheim, ibid., p. 377. 


A Study of Control and Communication 


PuBLICATION of Norbert Weiner’s “Cybernetics” has been announced by 
the publisher, John Wiley & Sons, Inc. (194 pp., $3). Subtitled “Control 
and Communication in the Animal and the Machine,” the book describes 
the new science derived by the author and his associates during the last few 
years. ‘““Cybernetics”—the name was coined from the Greek word meaning 
steersman—is the designation of the study of human control functions and 
the mechanico-electrical systems designed to replace them. Representing 
the meeting point of control and communications engineering, neurophysi- 
ology and psychology, Dr. Weiner’s concepts may possibly express the op- 
eration of the human nervous system in a series of mathematical equations 
similar to those that explain electronic calculating machines. Long known 
to science as one of the leading mathematicians, Norbert Weiner received 
his doctorate in philosophy from Harvard at 18. A member of the faculty 
of the Massachusetts Institute of Technology, he is also a linguist, philos- 
opher and student of literature. His writings on such subjects as assem- 
blages and functions of a real variable, epistemology, trigonometric expan- 
sions, mathematical logic, relativity, quantum theory and the Fourier 
integral and its applications have been well received. As one of the few 
speculative books on science that have appeared in the United States, ““Cy- 
bernetics” is of considerable scientific and intellectual interest. (Publisher’s 
announcement. ) 


GerorcE H. Lovittr 
New York 
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Immigration Policy in Australia 


WITH so MANY NATIONS seeking to solve their social and economic prob- 
lems by the expedient but inadequate route of emigration and so many 
others, including our own, tightening the barriers against immigrants or 
relaxing them only to the slightest degree, it is heartening to follow the 
course of policy in Australia and a few of the Latin American nations to 
the south. The Prime Minister of Australia has sought with commendable 
urgency to impress upon his people that Australia’s survival depends upon 
immigrants. Australia needs an increase in population, he pointed out. 
Only eight years ago, he argued, a powerful enemy looked “hungrily” 
toward Australia. Nations with static or declining populations, however, 
have powerful enemies within as well as without. New citizens are arriv- 
ing in Australia at a rate of 70,000 a year and possibly this year the rate 
will be increased to 100,000. A nation’s human resources are a more im- 
portant factor in its economic growth than any of all the other evidences 
of a nation’s wealth. Australia, by welcoming the immigrant, is taking 
the surest road to economic well-being for all its citizens, the old as well 
as the new. For well-being results wherever and whenever people and land 
and other natural resources meet, and when the social institutions assure 
the people access to the resources. In the latter respect, Australia has 
made interesting social experiments, too. It is when the social institu- 
tions deny people access to resources that immigration must be barred and 
emigration spurred. Indeed, theoretically it would appear that if social 
institutions were such as to encourage the most efficient use of existing 
resources, in any but the more barren lands a continuing policy of wel- 
coming immigrant could be adopted. Unfortunately, no nation has at- 
tempted to put theory into practice. 
L. 


The Civic Revival in Ohio 


Reformed Businessman: Tom L. Johnson 
By Rosert H. BREMNER 


OF ALL THE LEADERS of the Civic Revival none had a clearer mental pic- 
ture of his goal than did Tom L. Johnson, and none had a more definite 
program for achieving it. If there can be said to be any tragedy in a life 
dominated by a courageous struggle to realize an ideal, it was, in Johnson’s 
case, that he was never allowed to apply to the problems of the city the 
remedy which he felt was fundamental to their solution. A man who 
liked directness, he had to work indirectly; a man who was convinced that 
there could be no compromise with privilege, he had to accept, in the 
biggest fight of his life, a so-called victory that involved just such a com- 
promise. Johnson was indebted to Henry George for both his goal and his 
program but the ability, conviction, and resourcefulness with which he 
pursued his ideal were his own. He was not an original thinker although 
he accepted new ideas as eagerly as most men hold on to old ones. He had 
a beautiful vision of a gleaming “‘city on a hill.” Primarily, however, he 
was an active man. He was interested in physics and mathematics but his 
hobby was inventing things, not studying pure science. He liked big 
things. When he read, it was books like Gibbon’s “Decline and Fall.” 
In politics, if he is remembered at all, it will be because, as one of his 
greatest admirers expressed it, “Tom Johnson first projected in deeds what 
other men only dreamed or wished or wrote or thought.” 


I 


EaRLY IN 1900 rumors began to circulate in Cleveland that one of that 
city’s most picturesque characters was planning to return to Cleveland to 
re-establish a permanent residence there. Tom Johnson, the traction 
magnate, the stock manipulator, the steel man, the ex-Congressman, the 
single-taxer, was coming home. The new rumors supplanted earlier news- 


.. Cf. the characterization of Johnson in Frederic C. Howe, “The Confessions of a 
Reformer,” (New York, 1925), pp. 127-9. 

* Lincoln Steffens to Tom. L. Johnson, Oct. 23, 1908; “The Letters of Lincoln Stef- 
fens,” edited by Ella Winter and Granville Hicks, (New York, 1938), I, p- 206. If we 
are to judge by the opinions expressed in his letters, the only other contemporary figure for 
whom Steffens had as much respect as he did for Johnson was Nikolai Lenin. 
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paper talk that Johnson and his brother were forming a syndicate to operat: 
the street railways of Honolulu. It was generally believed that Johnson’; 
return was prompted by a desire to re-enter politics but no one knew 
whether it was his old seat in Congress or the mayoralty that he sought, 
The newspapers agreed that his immediate object was election as a delegate 
to the National Democratic Convention to be held that summer in Kansas 
City At any rate, his election as a delegate to the convention was obtained 
by one of his political lieutenants on April 18, 1900. 

Many people then felt toward Johnson as they were to feel all during his 
later political career. He was “a mysterious man,” “‘an enigma.”® It was 
not that his political views were unknown (for he had made them clear in 
his two terms in Congress and by his support of Henry George in the 
latter’s two campaigns for mayor of New York City), but that they were 
inexplicable. 

How could the president of a street railway company believe in municipal 
ownership? How could a steel manufacturer advocate free trade? Or, 
conversely, how could a sincere opponent of monopoly conscientiously allow 
himself to make money out of the practices he condemned? Such a man 
must be a demagogue. 

Johnson was never able to convince these people of what his friends 
called his “larger morality.” One of his supporters commented rather 
bitterly on how “puzzlingly funny” it was that men who were the prey 
of every get-rich-quick concern and confidence game, men who believed 
without question whatever their newspapers or party leaders told them, 
became suddenly skeptical and very wise whenever the sincerity of Tom 
Johnson was discussed.* They were simply unable to understand a man 
so emancipated that he did not feel obliged to make excuses for the way 
he made his money. 

Johnson announced his retirement from business at the Jackson Day 
Dinner held in Cleveland early in January 1901.5 At the same time he 
disclaimed any interest in political office. Nevertheless, about a month 
later, on the night of Feb. 6, 1901, a delegation of fifty prominent Demo- 
crats called on Johnson at his home. They brought with them a petition, 
which bore upward of 15,000 names, asking him to become a candidate for 


3 See the newspaper opinions of Johnson reprinted in The Public, XIV, pp. 673-768 
(July 21, 1911), especially the quotation from The Palladium (New idaven), April 13, 
1911, on p. 704. 

* Joseph Dana Miller, “President Roosevelt and Mayor Johnson as Typical Representa- 
tives of Opposing Political Ideals,” The Arena, XXX, pp. 146-51 (Aug. 1903), especially 
p. 150. 

5 Cleveland Leader, Jan. 7, 1901. 
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mayor. Johnson then consented.® He was unopposed at the Democratic 
primaries and was elected on April 1 by a margin of more than 6,000 votes.’ 

The very first thing he did as mayor was to break a tradition. It was 
customary for newly-elected officials to wait for two or three weeks after 
the election before qualifying for office. Fearing that the incumbent 
mayor would give his consent to an ordinance signing away the city’s 
rights to a strip of lakefront land, Johnson had previously obtained an 
injunction preventing him from acting on this issue. On April 4, im- 
mediately after the Board of Elections had completed its official count of 
the votes, he took the oath of office. There were then just thirty-seven 
minutes before the injunction was to expire.* 

With this dramatic step Johnson began the first of his four terms. In 
hardly more than a year his activities had become so menacing to privilege 
that, in order to stop him, his enemies had to overthrow the government 
not only of Cleveland, but of every city in Ohio. 


II 


JOHNSON WAS NO MoRE of a reformer than was Jones. When serious 
young Fred Howe, who thought politics should be a crusade against poli- 
ticians and spoilsmen, first saw him, he was disappointed. Johnson was 
not the kind of businessman Howe counted on to redeem politics. He was 
not indignant enough.® Probably the most conspicuous thing about John- 
son’s personality was his attractiveness to people. There was a charm 
about this unafraid, happy kind of man that made people like him. Thirty 
years after his death a friend remembers the combination of delicacy and 
gusto with which he would devour a huge Sunday morning breakfast.’° 
A generous man was Johnson, but greedy, too. Greedy for work, greedy 
for affection, and greedy for accomplishment. 

Brand Whitlock wrote a short story called “The Gold Brick.” The 
central figure was the mayor of a large city. After a hectic campaign he 
was asked: “Is there anything better in life than to know you have done a 
good thing, and done it well?” ‘Yes, just one,” the mayor replied. “To 
have a few friends who understand.”"* Johnson had that kind of friends. 

During his nine years as mayor there gathered around him a group of 


* Cleveland Plain Dealer, Feb. 7, 1901. 
"Cleveland Leader, April 2, 1901. 
ai Tom L. Johnson, “My Story,” edited by Elizabeth J. Hauser, (New York, 1911), p. 
"Confessions of a Reformer,” pp. 88-90. 
~ Interview with Peter Witt, March 24, 1942. 
The American Magazine, LXVII, pp. 42-51 (November 1908). 
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talented young men of whom Newton D. Baker, Frederic Howe, and 
Peter Witt are only the best known. Their relations with him were not 
those of courtiers, not even those of disciples. They were fellow-workers 
who had caught his enthusiasm for making Cleveland a city on a hill, 
Because Johnson was such a good companion, the work they did with him 
was fun. More than that, he made them feel that it was valuable work.” 
In after years nearly all of Johnson’s associates remembered their service 
with him as the most important period of their lives. 

The personal charm of Tom Johnson is a very important factor in the 
history of the Civic Revival. It helps to explain the spirit that dominated 
the Cleveland movement as long as he lived. It inspired men in other 
cities to take up the fight against privilege and, it seems hardly necessary 
to say, it attracted many people to the movement who might have been 
unaffected by intellectual appeals. 

Charm alone did not make Tom Johnson one of the outstanding political 
leaders of the twentieth century. He had in addition a quality which we 
will call intellectual integrity. Neither success nor defeat could distort 
his honest way of looking at things. When he arrived at a decision his 
mind was convinced by the facts in the case, not duped by his own ration- 
alizations. When it had been proved to his satisfaction that the Henry 
George philosophy was true, he accepted it wholeheartedly even though it 
meant that he must give up his old ideas and admit that his business was 
wrong. He did more than just accept it, however. He began to work 
for it. 

Critics have asked, “If Johnson was convinced that the business in which 
he was engaged was immoral, why didn’t he get out of it immediately?” 
The answer is that he was not concerned with his personal goodness or 
badness. He did not have Golden Rule Jones’ troubled heart. What he 
was interested in was advancing the single tax movement. Henry George 
showed him how he could help by making money. Without defending his 
economic activities, he continued them as long as they were useful to the 
movement to which his energies were dedicated. When he was ready— 
that is, when he thought he had enough money to last him the rest of his 
life and to enable him to devote himself solely to politics—he retired. 

Johnson’s mind had a kind of literalness that went beyond mere un- 
reasoning optimism. He looked at things straight and what he saw was 
the important thing, the constructive thing, the thing one could build 


12 For a discussion of Johnson’s relations with his friends see Howe, “Confessions,” 
pp. 127-128. 
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upon. When he was a little boy, it was said, he didn’t cry when his toy 
animals were knocked over—there were two still standing. On election 
night in 1909, when it was plain that he had been defeated for re-election, 
he waited up until early in the morning to see how his candidates for the 
Board of Quadrennial Appraisers had made out. Four out of five of them 
were elected. To him that was the important thing about the election.** 

Johnson realized something of what was in store for him when he 
became mayor of Cleveland. Shortly before the election Fred Howe asked 
him why he didn’t break with the discredited politicians who were con- 
nected with his campaign. If he did, Howe was sure that the respectable 
voters would flock to his support. ‘Your good people will never vote for 
me,” Johnson told Howe. “No matter what I do, they will oppose me. 
This fight cuts too deep. It hurts too many interests and disturbs too 
many opinions. The only people who will follow me are the poor and the 
politicians who will follow them.”** 

Before the fight was over Johnson had lost his money and ruined his 
health. But he was no martyr. He did what he wanted to do and what, 
being the kind of man he was, he had to do. When he left office in 1910 
he could truthfully say of the years of his mayoralty: “I have had more of 
misfortune in those nine years than in any other period of my life. As 
that is true, it is also true that I have had more of joy. In those nine 
years I have given the biggest and best part of me. I have served the 
people of Cleveland the best I knew how.”!® 


JOHNSON WAS FORTY-SEVEN years old when he became mayor of Cleveland. 
He had been a money-making businessman, and was recognized as a leading 
exponent of the single tax. His only previous political experience had 
been his two terms in Congress. That within a short time after becoming 
mayor he was able to establish a reputation as the foremost municipal 
executive in American history was typical of his career. 

Johnson caught on fast. He was born in Kentucky in 1854. His 
father, a slave-holder who owned a cotton plantation in Arkansas, took 
part in the Civil War. At the close of the war the penniless family was 
stranded in Staunton, Virginia. Tom, aged eleven, worked out a deal with 
the conductor of the one-train-a-day which entered the town: the con- 


** For an account of Johnson’s reaction to this election see Elizabeth Hauser, “The 
Last Chapter” in Johnson, “My Story,” p. 296. 

‘* This is a paraphrase of a conversation quoted in Howe, “Confessions,” 98. 

15 Quoted in Cleveland Plain Dealer, Jan. 2, 1910. 
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ductor sold papers only to Tom; Tom sold them for as much as he could 
get. He made eighty-eight dollars out of this monopoly. With the 
money so obtained, the Johnson family was enabled to move back to 
Louisville. At the age of fifteen he entered the street railway business as 
an office boy.** Within a year he had been made secretary of the company. 
At twenty-two he was married, was a successful inventor,*’ and had 
purchased the majority interest in the Indianapolis street railway system. 

To make this last enterprise pay he had not only to rejuvenate the run- 
down property but also to fight William H. English, the most important 
political figure in the city and one of the most powerful financially. Eng- 
lish, from whom Johnson had bought his interest in the company, used his 
wide influence to embarrass the company in every way possible. It was ap- 
parently his hope that Johnson would be unable to meet his financial obliga- 
tions and that the road would consequently revert to his control. But 
Johnson, working with another group of bankers, was successful in this 
contest and was eventually able to buy English’s minority stock. 

In 1879, just ten years after his entry into the street railway business, 
Johnson was bidding against Mark Hanna for franchises in Cleveland. 
Johnson counted his relations with Hanna as among the most influential 
experiences of his life, for from Hanna he learned the connection between 
business and politics.** He had bought a small street car line on the West 
Side of Cleveland which he began to operate with nineteen mules and four 
second-hand cars. His first important struggle with Hanna was caused 
by his attempt to obtain the right (or privilege, as he would later call it) 
to extend this line to the Public Square. When this had been won, the issue 
between the men shifted to Johnson’s effort to secure East Side lines which, 
by connecting with his older West Side ones, would enable him to offer the 
riders through service. 

In 1893 Johnson’s Cleveland lines consolidated with two other important 
street car systems there. The resulting company controlled sixty per cent 
of the Cleveland street railway business.*® Johnson sold his interest in 
this company in 1894 and 1895 “and never afterwards had any pecuniary 
connections with street railroads” in Cleveland.?° At this time Johnson 


16 The following account of Johnson’s business career is based upon the early chapters 
of “‘My Story.” 

17 Of the first coin fare box in use in the United States. 

18 “My Story,” p. 28. 

19 This company was popularly known as the “Big Con.” About a month later Hanna 
secured control of the remaining Cleveland street railway systems. The public and the 
newspapers promptly dubbed this the “Little Con.” In 1903 the two companies merged 
to form the Cleveland Electric Railway Company, or, the ‘‘Con-Con.” 

20 Johnson, “My Story,” p. 88. 
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had, or later acquired, interests in street railway systems in Detroit, Brook- 
lyn and St. Louis. As a street railway magnate Johnson seems to have made 
as much money out of stock manipulation as he did out of the actual 
operation of the lines under his control.** He would engineer the con- 
solidation of several street railway systems into one large company which 
would be capitalized at a much higher figure than the sum of the capi- 
talizations of the constituent companies. Then Johnsor. would sell out 
his interest in the new company at a large profiz.** 

In the late eighteen eighties Johnson branched out into the steel business. 
Just before the Johnstown flood he helped to organize a steel rail mill in 
that city. During the flood Johnson was made administrator of the three 
million dollar charity fund contributed by the American people to the 
relief of Johnstown. This was an experience, he stated later, that made 
him aware of the dangers of charity and doubtful of its efficacy as a solu- 
tion to fundamental wrongs.”* 

Several years later, at about the same time that Jones was opening the 
Acme Sucker Rod Company in Toledo, Johnson built the Lorain Steel 
Company at Lorain, Ohio. He was thus one of the first steel producers to 
realize, and to act upon his realization, that the most economical point for 
the production of steel was shifting from the Pittsburgh area to the lake 
shore. 

In both their Johnstown and Lorain ventures Johnson and his associates 
purchased large tracts of land around the sites of their mills so that they 
would be able to profit from the increased land values that would result 
from the growing up of communities around the mills. In other words, 
they were acting upon the single tax theory. 


IV 
JOHNSON WAS AT THE HEIGHT of his enjoyment of his business career when 
the incident occurred that was to change his outlook on life. One day in 
1883 while riding a train between Indianapolis and Cleveland he read a 
book by Henry George. The book was a cheap edition of “Social Prob- 
lems.” Johnson followed this up with “Progress and Poverty.” 

What he read disturbed him. It sounded true but he didn’t want to 
believe it. Then Johnson did an amusing and typical thing: he took 
“Progress and Poverty” to his lawyer, told him to read it, and to find out 
what was the matter with it. When the lawyer’s objections to George’s 


*: Howe, “Confessions,” p. 87. 
22 This is what he did in the Cleveland deal mentioned above. 
28 Johnson, “My Story,” pp. 40-4. 
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teachings failed to satisfy him, Johnson confessed himself a convert to a 
philosophy that was as yet unnamed. At his first opportunity he went to 
see George in Brooklyn. 

Out of their first meeting stemmed a friendship that lasted as long as 
George lived. This was Johnson’s richest experience. From the begin- 
ning, his relations with George were those of pupil and teacher. At their 
first interview Johnson found himself telling George the story of his life, 
“I can’t write and I can’t speak,” he said, “but I can make money. Can 
a man help who can just make money?”** George sensibly replied that 
there was room in the movement for a money-maker, but instead of pressing 
this point told Johnson that, having never tried, he didn’t know that he 
couldn’t write or speak effectively. He urged Johnson to enter politics, 

Johnson disregarded the latter suggestion for the time being. His 
initial contribution to the propagation of George’s ideas was to buy two 
hundred copies of the philosopher’s latest book, “Protection or Free Trade.” 
He sent one to every clergyman and lawyer in Cleveland. He gave finan- 
cial support to all of George’s political campaigns and later contributed 
heavily to single tax publications such as the Cleveland Recorder and to 
The Public.*® 

His first political speech was made in 1888 during George’s campaign 
for Secretary of State in New York. In the same year he was nominated 
for Representative to Congress by the Democrats of the twenty-first Ohio 
district. According to Johnson’s account the nomination came to him 
unsolicited. He had never voted before. Unsuccessful in this election, 
he was nominated again in 1890, and this time defeated his Republican 
opponent, Theodore Burton. He was re-elected in 1892 but in the election 
of 1894 lost to Burton. 

Johnson, whose informal style of speaking contrasted with the turbid 
“bloviating” then in vogue,”® was at his best in answering questions and in 
handling hecklers. In the mid-nineties, after he had taken charge of the 
question period at a single tax meeting, George told him: “I can go now. 
There is someone else to answer the questions.”*" 

George was with Johnson much of the time the latter was in Congress. 
During his first term Johnson was a member of the Committee on the 


24 [bid., p. 51. 

25 Louis F. Post, “Our Tom L. Johnson Memorial,” The Public, XIV, pp. 673-4 (July 
21, 1911). 

26 To “bloviate” was an expression coined by Warren G. Harding to describe his own 
style of flowery oratory; Samuel Hopkins Adams, “The Incredible Era” (Houghton 
Mifflin Company, Boston, 1939), p. 35. 

27 Johnson, “My Story,” p. 54. 
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District of Columbia. He obtained the passage of a resolution authorizing 
an investigation of the assessment of land values in the District of Columbia 
and was named chairman of the investigating committee. The report of 
this committee was an examination of the taxing methods employed in the 
District. It brought to light a staggering under-assessment of real estate 
for tax purposes. It revealed also that while residential property was being 
assessed at from seventy to eighty per cent of its market value, land held 
for speculative purposes (i.e., vacant lots) and valuable business property 
was assessed at as little as ten per cent of its market value.** 

Although representing a district supposedly strongly in favor of a pro- 
tective tariff, Johnson advocated free trade in and out of Congress. In 
the spring of 1892 he was one of the six men who succeeded in having 
George’s “Protection or Free Trade” read into the Congressional Record 
in its entirety. Over a million copies of this were then printed and dis- 
tributed as campaign material under congressional frank. At the Demo- 
cratic National Convention in 1892 Johnson was instrumental in getting 
the minority report on the tariff plan, an endorsement of free trade, adopted 
on the floor of the convention. 

While in Congress Johnson was able to say, “As far as I am personally 
concerned I am a thorough-going monopolist, and would be willing, out- 
side of this Hall, to take advantage of any of the bad laws that you put 
upon the statute books; but I will not defend them here.”?® His business 
activities in the later eighteen nineties, however, brought his principles and 
practices more and more into conflict. 

After his defeat for re-election to Congress in 1894, Johnson took over 
the management of the Detroit street car lines. At this time Hazen S. 
Pingree, the Governor of Michigan and former mayor of Detroit, was 
attempting to establish a municipally-controlled street railway in Detroit. 
Johnson credited Pingree with impressing upon him the practicability of 
the three-cent fare. He claimed that he did nothing to hinder Pingree’s 
low-fare road except to make his own line better than it. 

Johnson’s company eventually bought out the three-cent-fare road Pin- 
gree had hoped to m#ke the nucleus of a municipal system. Later, how- 
ever, he co-operated with Pingree in an attempt to sell the whole street 
railway system of Detroit to the city. This effort failed because of the 
opposition of important citizens of Detroit to Pingree and popular distrust 
of Johnson.*° 


*8 Select Committee to Investigate Tax Assessment in the District of Columbia, As- 
sessment of Taxes in the District of Columbia, 52 Cong., 1 Sess., Report 1496. 

°° Congressional Record, 53 Cong., 2 Sess., p. 641, Jan. 10, 1894. 

° Johnson recounts his Detroit experience in “My Story,” pp. 91-97. 
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Johnson’s traction interests in Brooklyn gave him a glimpse of a city- 
owned street car line in operation. He saw enough to convince him of the 
practical possibilities of municipal ownership and operation of municipal 
transportation facilities. This was a theory in which he had believed at 
least since his Johnstown days. Johnson had already liquidated his Cleve- 
land street railway ownings and in 1898 he began to withdraw entirely 
from the transportation business. Shortly afterward he sold his steel 
interests.°** By 1901, as we have seen, his retirement from business was 
complete. 

He was now ready to devote himself to politics with the advancement 
of the single tax and the principle of municipal ownership of public 
utilities as his chief objectives. In February 1901, before his nomination 
for mayor, he proposed to build a street car line in Columbus that would 
operate at a three-cent fare, and under close municipal supervision, but his 
offer was rejected by the city council.** 


YOUTH, VIGOR, PERSONAL ATTRACTIVENEsS—Johnson brought all these 
characteristics to the movement he headed in Cleveland. In him were 
combined the idealism of a radical democrat, the conviction of a man who 
had found a philosophy that satisfied him intellectually and spiritually, and 
the sheer ability which we associate with the successful business executive. 
Business had given him practice in handling big things, big sums, and big 
ideas. In conflicts with business rivals like English and Hanna, he de- 
veloped the extraordinary resourcefulness which was to be such a valuable 
asset to the Civic Revival in Cleveland. He learned from the inside how 
privilege fights and for what. And he learned, too, that, while privilege 
may be an evil influence, it need not be composed of evil men. 

Henry George made Johnson a radical by showing him that poverty is 
social in its origin, rather than individual. From him Johnson learned that 
there is more real satisfaction in fighting for just social conditions than 
there is in the most complete personal success. Every idea that Johnson 
took from George seemed confirmed to him by his own later experiences in 
business and politics. 

Johnson was unique in one respect: his ability to combine principle with 
expediency. His goal was the abolition of privilege and poverty through 
the use of the single tax, free trade, municipal ownership of all public 
utilities, home rule for cities, and direct legislation. He kept this goal 


™ Carl Lorenz, “Tom. L. Johnson, Mayor of Cleveland,” (New York, 1911), p. 9- 
32 The Cleveland Leader, Feb. 3, 5, 1901. 
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squarely before him and never pretended that he was or would be satisfied 
with any accomplishment less than its achievement. But to obtain it, he 


would use any weapons at hand. 
To get closer to it he would work for any immediately attainable reforms. 


If he could not at first get the single tax adopted, he would take tax 
revision; if state laws denied the city the right to own its utilities he would 
take municipal control of utilities until the laws had been changed. Mean- 
time he would work for home rule that would enable the city not only to 
devise its own form of taxation but also to own its street railways, electric 
light and power stations, and gas plants. 

Johnson did not look upon these expedients as compromises. Neither 
were they victories. They were simply steps forward towards the end he 
had in view. He was more interested in definite accomplishment (not for 
himself, but for the cause he served) than in consistency of dogma. 

Johnson’s resiliency, his ability to take advantage of the current situation 
to make such gains as were immediately possible without once losing sight 
of his ultimate object is what makes him the leading spirit in the Civic 
Revival and, in the writer’s opinion, one of the foremost political leaders 
in the Progressive period. 

Johnson was laying the foundations. He knew what he hoped the 
completed structure of his city on a hill would look like and he was ready 
to take—and did take—bold steps to finish it. If he was not satisfied 
with the slow progress he had made, he was not disheartened by its slowness. 
He had faith in the ability of the people of Cleveland to complete the work 
they had begun under his leadership. 

We must keep this in mind when we say that Tom Johnson failed to 
achieve his goal. If he failed, the failure is not his alone. 

Ohio State University 


Citizen Participation in Legislation 


THE AMERICAN LiBRARY ASSOCIATION announces publication of a book- 
let, “Working with a Legislature,” (96 pp., $1.90), which, while addressed 
to librarians, will also be of interest to service organizations that are de- 
pendent upon legislation for the continuance of their programs. It tells 
how to go about securing the passage of a good bill, what to do, and what 
not to do in planning and carrying out a campaign. With the exception 
of the last chapter, only state legislation is considered. The author is 
Beatrice Sawyer Rossell. 


Under the Soviet Heel in North China 


AFTER THE CHINESE COMMUNISTS, with the aid and direction of the Com- 
munist party of the Soviet Union, had established the reign of Communist 
tyranny in North China, they convened, last year, a rump session of the 
All-China Labor Congress. Trade union representatives, having no other 
recourse, attended the session. A Communist envoy told the serfs what 
they had to do. Without ado, they decided to do it. As the Communist 
New China News Agency put it, the congress adopted a resolution saying: 
“Having heard the report by the representative of the Northeast Central 
Bureau of the Communist party of China, this congress fully endorses the 
general line and policies of the Central Committee of the Communist party 
of China in the present stage of the revolution.” China being an agri- 
cultural country, it is interesting to note that among the tasks assigned the 
trade unionists was the achievement of unity with the peasantry. “That 
is to say,” the resolution went on, “in the countryside the carrying out of 
the land reform, and distributing the land of the landlords and the feudal- 
rich peasants equally.” China, like a good many nations, including our own, 
ignored the need for a comprehensive, scientific agrarian reform. As a 
result, she has now become the victim of a spurious Communist land reform, 
a mere redistribution scheme, which will set her agricultural progress back 
fifty years. Chinese children and adults will come to know famine more 
generally and more frequently, just as Soviet peasants do. It is a lesson in 
what happens when a fundamental social problem, such as that presented 
by an unjust land tenure system, is neglected too long. Will other nations 
heed it? 


Ww. 


Progress in Economics 


A GREAT DEAL is happening in economic theory, despite the insistence of 
many of its practitioners that nothing has happened since Alfred Marshall 
rehabilitated Ricardo before the turn of the century. A great deal of 
work is going on, a great deal of ferment, and even that rarest and most 
blessed of all kinds of professional progress, an amazing amount of re- 
cantation and changing of mind. 

Appearances are sometimes to the contrary. As everyone knows, Pro- 
fessor Hayek has surveyed the record of the science and found it good; so 
much so that nations who have forgotten its wisdom to the slightest de- 
gree have found or will find themselves travelling the road to serfdom. 
No one would know from perusing Professor Hayek’s account that such 
a thing as war or depression has ever existed under Free Private Enterprise, 
or that any economist entertains such a suspicion. 

Again, Professor Schumpeter has ruminated on capitalism, socialism and 
democracy and has come to the conclusion even as Professor Hayek (and 
even as Professor Schumpeter himself these many years) that for almost 
everything good which we enjoy today or rejoice in history we are in- 
debted to the genius of some capitalistic supersalesman unfettered by 
governmental interference. Laissez-moi tranquille was the beginning and 
the end of economic wisdom for Professor Adam Smith in the eighteenth 
century and it is good and will suffice for Professor Schumpeter in the 
twentieth. 

Again, Professor Boulding has got from his chair to prove to all who 
will listen that the younger generation is no whit behindhand with the 
wisdom of their elders. Intensively he has examined the years of peace 
between the two great and lamented and sui generis wars (“the whole in- 
ternational economic order was disrupted by the first world war,” the 
naughty thing). This is a tale of unremitting “overproduction,” with 
victorious nations refusing indemnities from the vanquished because they 
are already suffocating in unsold goods; it is a tale of an unrelenting strug- 
gle for markets, for customers; of dumping because there is no “demand,” 
of unemployment because there is no “demand.” But the way of an 
economist is a joy forever: as a touchstone for the economics of peace 
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Professor Boulding recommends . . . frugality. “Puritans worked hard 
and consumed little. A more perfect recipe for economic progress could 
hardly be found.” 

No progress in economics, never progress in economics? Perhaps—if 
the picture were all of this cloth. But for one reason or another it js 
not. Maybe it is the depression with its spectacle of idle factories and 
starving families which has opened the eyes of some economists (the de- 
pression which Professor Hayek seems not to have heard about). Maybe 
it is the war with its unparalleled abundance for all and simultaneous un- 
paralleled military output (although Professor Boulding still insists that 
war production is alternative to civilian consumption, something which he 
probably heard in an economics class). Whatever the reason, it is a 
fact that one bent on demonstrating the continuing unanimity of the 
professors of the “dismal” science in their age-old belief that all’s well 
(or will be just as soon as the pendulum swings, if we let things alone) 
would have to turn aside from other conflicting data. One datum of 
recantation is Sir William Beveridge. 


To look to individual employers [Sir William writes in 1945] for main- 
tenance of demand and full employment is absurd. These things are not 
within the power of employers. They must therefore be undertaken by 
the State, under the supervision and pressure of democracy. .. . 


According to the same authority full employment in a free society is no 
more an impossibility (as Professor Hayek would have us believe) than 
full employment under free private enterprise is a possibility (as the great 
majority of academicians have so long and so impatiently tried to con- 
vince us, with their reassuring talk about “local maladjustments” and 
“temporary frictions” and “healthy liquidations”). 

Professor H. Gordon Hayes is another entry among the traditional 
economists’ bad debts. He too has become completely doubtful of the 
ability of businessmen to deliver the goods. He has publicly apologized 
to Hobson and Foster and Catchings and Uriel Crocker for the long con- 
tempt (not to say persecution) in which they have been held by the ortho- 


dox—to the community’s material loss and political peril. And Professor 
Hayes mentions a book published by himself in 1928, in which he stood 
with these orthodox. 

There is many another name which could be mentioned. A host of 
economists, young and old, have taken up cudgels against their scholastic 
brethren in the attempt to show them that the national debt can rise 
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indefinitely without harm to the country, that confiscatory upper-income- 
bracket taxation would not be accompanied by grass in the streets, that the 
question about womb-to-tomb social security is not whether we can afford 
it but whether we can afford to do without it. 

Finally, it is little more than ten years since the late J. M. Keynes set 
off in his General Theory the pinwheel that has been spewing and sizzling 
through the academic dovecotes ever since: his suggestion that the rich 
and their saving, far from financing progress, actually impede it and his 
call for the euthanasia of the rentier. 

Every student can well take heart from these signs. Nevertheless, 
there is some truth in the complaint of the entrenched opposition that these 
heretical and progressive contributions are but signs of the times. A 
glance through the new literature will indeed show that it is for the most 
part more “practical” than “theoretical”—that is, that it has its roots 
more in desperation and social conscience than in understanding of under- 
lying forces and fundamental history-patterns or in clearing of trouble- 
some intellectual myopia. After all, we must never forget that even 
Keynes considered neoclassical economics insufficient only because it was 
a special case. To take another example of the so-called “new economics,” 
no one can deny that Professor Lerner’s exposition of functional finance 
is a gem of modern reasoning. Nor should anyone forget that Professor 
Lerner has recently chosen to exhibit as an example of productivity the 
very same case also recently chosen by his colleague Professor Hayek: the 
activity of the speculator. 

Professor Clarence E. Ayres’ work,’ then, is the first distinctly theo- 
retical contribution to the Keynesian Revolution. To put this another 
way, it furnishes the foundations for that revolution. For the Keynesian 
program, he writes “has never in the past appeared to flow directly from 
any systematic analysis of the industrial economy of which it was the 
inescapable conclusion—from any way of thinking of which income re- 
distribution was the characteristic expression. It has been a biological 
sport, without proper intellectual parentage.” 

It is just this “proper intellectual parentage,” however, which may 
prove more practical than all the tracts for the times. “Obviously,” 
Ayres says at one point, “this book [“‘The Divine Right of Capital”] has 
been written in the conviction that intelligent modification of the existing 


*“The Divine Right of Capital (Houghton Mifflin, 1946) and “The Theory of Eco- 
nomic Progress” (University of North Carolina Press, 1944) bear such a pervasive rela- 
tion one to the other that they can conveniently be treated as a single effort. 
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social structure is still a possibility.” But it is the intelligent in that phrase 
which his work italicizes, and which the heretical contributions already 
referred to overlook. They say, in effect, do such and such and you will 
attain full employment, or eliminate the business cycle. But they do 
not provide the understanding, the psychoanalysis of our present situa- 
tion (which is largely an idea-situation, as Ayres forever insists) and for 
this reason the remedies, however sound, have failed to catch on. 

The confusion of ideas which Ayres tries to clear, the confusion which 
is the source of our present economic dilemma, is really very simple; so 
simple in fact as to make one wonder if after all a mistake has been made. 
It is the confusion common to all citizens of industrial society that ma- 
chines and goods are money. It is the idea of capital, “the idea to which 
we owe the scarcity from which depressions, wars, and revolutions germi- 
nate. . . . It is the idea that two quite different things are one and the 
same thing.” 


Our whole society [he continues] is profoundly convinced that money is 
good in and of itself; . . . indeed, that the progress of society itself de- 
pends upon the accumulation of money. 


This is the idea of capital. Unfortunately for all of us, it is quite false. 
As everybody knows, the progress of any society depends upon its ability 
to enlarge the productive apparatus of the community. 


But since in a business society money will buy anything those who control 
accumulations of money can buy and control the increasing productive 
apparatus that spells progress. ‘Therefore, it seems that money is the 
instrument of progress.” As Ayres also puts it: 


Capital is the money that capitalists accumulate. Capital is also the 
physical plant of industry that engineers design and workmen build with 
materials that other workmen fabricate with previously designed and built 
machines. These two, it seems, are one. Both are capital—and blessed 
be capital, for without it no economic progress is possible. 


This is a very potent idea. Our society has been dominated by it more 
than by any other for something like four centuries. That is why it has 
come to be known as capitalism. 


It is quite true that in our society businessmen wield tremendous power. 
The whole community depends upon the use of machinery. But business- 
men exercise discretionary control over this machinery. There is there- 
fore a very literal sense in which the whole community depends upon the 
decisions of businessmen—hence the belief in their creative réle. No one 
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secretes locomotives by going without lunch. But “saving” is necessary 
because “investing” is necessary before the community is permitted to use 
its stock of machines. In all societies where there is some supreme author- 
ity—in kingdoms it is kings—this supreme authority gets the credit for 
being the author of the lives of the people there. Capitalism is such a 
theory of authorship. 

It is this theory—this belief on the part of the community—which 
has determined the whole way in which modern institutional life is or- 
ganized, especially as regards income-distribution. For what capital- 
accumulation means is obviously inequality of distribution. If money is 
to accumulate anywhere it obviously has to be drained from somewhere 
else. Those who have said capitalism should have less inequality miss the 
point: capitalism és inequality. Progress according to the belief of capital- 
ist peoples necessarily depends on inequality as the source of the capital 
funds which produce progress. 

It is the clear statement of this fact—that is, capital as an idea—and its 
corollaries which is Ayres’ foremost contribution. It is also what is 
glaringly absent in the analysis of other heretics whose practical proposals 
are similar to his, and in all probability it is this absence which accounts 
for the lack of success which has attended these proposals so far. Econo- 
mists with advanced and humane leanings are constrained no less than 
humbler folk by the long-ingrained (now almost instinctive) revulsion 
against killing the goose which lays the golden eggs. And until this 
community-wide hallucination—the belief in the beneficence of money 
funds—is laid bare for what it is, until, that is, the patient retraces the 
process by which he acquired his neurosis, we are unlikely to enter whole- 
heartedly upon any real cure. When we flounder in depression we shall 
look instead to the neurotic devices which stem from desperation and a 
lack of understanding, and which eventually preclude self-help: dema- 
gogues and dictators. 

But once the idea becomes clear that money funds serve no ends but the 
ends of money funds, this opens the road to rectifying the flow of income 
(democratically, now) to rid modern society of the curse of depression 
and war. For how the flow of income should be rectified is now a com- 
monplace. Almost everyone is familiar with the “purchasing power” 
theory of the under-consumptionists, with its corollaries concerning the 
export of unemployment and the international struggle for markets. 
And we are beginning to realize that the root-situation pointed to here 
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is the same that businessmen and governments have always been talking 
about when they complained of “lack of markets,” “lack of investment 
outlets,” “over-production,” “flooding the market,” even “scarcity of 
capital.” 

The only reason the industrial economy ever slows down and stops is 
that it runs out of markets. What is required for continuous prosperity 
is nothing more than that we should consume what we are able to pro- 
duce. But because we are in bondage to the idea of capital we find it very 
difficult to do this. The idea of capital results in inequality, gross in- 
equality of income. Although they do their level best, the folks who have 
got the money just can’t spend it all. Amd the folks who could, 
haven’t got it. We can’t blame the rich for not spending more— 
after all, a man is doing pretty well when he helps the economy out 
to the tune of several limousines, a town and country mansion, and 
a yacht or so. So we must turn to the only group in the community who 
can help: the poor. A comprehensive social security program can provide 
the needed markets. 

Where is the money coming from? “The money [to bolster up the 
small incomes] is coming from large incomes, of course.” And “the per- 
fect instrument for reducing the flow of income to large incomes is the 
direct progressive taxation of personal incomes.” Ayres of course does 
not mean our present income tax laws (“we have gone through the mo- 
tions of accepting the principle and enacting the tax—even passing a 
constitutional amendment to make it a part of the American Way of 
Life—but have taken care to do so in such a way as to defeat the operation 
of the principle on which we have purported to be acting”). He means 
a real income tax law, without loopholes and without exemption for capital 
gains, inheritances, bond interest, etc.—the familiar catalog known to 
every tax expert (and businessman). 

Social security and progressive income taxation: these are the twin 
bases of what Ayres called “limited capitalism.” And he makes a com- 
pelling case that these are what we need, and all that we need if we act 
quickly, to forestall the “inevitable” next depression and the really inevit- 
able Leftist or Rightist revolution which would follow. 


If we solve this problem [of providing a flow of mass-consumer purchas- 
ing power sufficient to absorb the entire product of industry] we shall 
then have an opportunity to tackle others. If we do not, all our present 
problems will merge in the general collapse . . . of Western society. 
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Ayres considers in detail (in The Theory of Economic Progress, which 
is on this point the more interesting of his two books to the professional 
economist) the general problem of which the idea of capital is one facet: 
Why do economists call ours a price economy? There is, he says, no @ 
priori reason for believing and no statistical evidence to show that it is 
a price economy. Yet economists persist in the belief (and the practice) 
that it can be understood only in terms of price analysis. 

No one doubts that prices play an important part in Western life. 
But machines, tools, skills, knowledge are no less widespread and of no 
less general concern to the community. Although economists say that 
“only by selling their products and services in the market do members of 
the community make a living” most people devote most of their time and 
energy to activities other than buying and selling. 

In the face of these facts why has economics centered on price? For 
one reason, Ayres says: the significance imputed to price by Smith and 
Ricardo. The chaos of the economic struggle for existence, they said, is 
really an ordered chaos, an ordered chaos which works for happiness. No 
one can say what happiness is but no one needs say for the price system 
provides an instrument through the subtle operation of which every man 
can have his say. Each man registers his desires in his purchases; com- 
merce in this fashion gathers up and expresses the aspirations of the race. 

But this argument is true only so long as wants are “primary data,” 
so long as it is assumed that these wants expressed in price are significant. 
The mores-theory teaching that wants have social origins and are rela- 
tive to place and time completely destroys this assumption. “If the 
things people value are just the things those people happen to value, then 
demand means nothing bevond the bare fact that this is what is demanded.” 

Of course it is not quite true that all values are of this relative kind. 
Most undoubtedly are. But 
human nature has . . . two sides. One is that of fad and fancy; the 
other is that of art and science, knowledge, skill, and ingenuity. Some 
values are those of fad and fancy. These are relative, notwithstanding 
the fact that such fancies are often very extensive and deeply ingrained. 
.  » But at the same time some values are real, certain, permanent, and 
progressive. These are the real achievements of mankind. The Parthenon 
was a great architectural achievement and what it has contributed to the 


building arts of later ages still lives and grows, notwithstanding the fact 
that the worship of Pallas Athena was miserable nonsense. 


It is of course true that all miserable nonsense claims to be effective in 
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the same way that tools are. All the mores claim instrumental validity, 
Napoleon is given credit for every achievement on Animal Farm (just as 
Snowball gets the blame for every misfortune) and we credit the absti- 
nence of widows and orphans for “making possible” American industrial 
development. But the latter way of thinking like the former is a fairy 
tale, as we are beginning to see. Through the ages every community has 
owed its life to its heritage of tools and apparatus and to the “know-how” 
associated with them. It is by carrying on this tool-activity that every 
community and every individual makes a living. Once this tool-achieve- 
ment, typified by the Parthenon, is recognized as the real life-process of 
mankind the myth of capital and the numerology of price will disappear. 

Once the idea that fund accumulation is the source of progress is 
unmasked as a theory of authorship we itch to have a plausible account of 
the Industrial Revolution. The spirit of capitalism or even of Protestant- 
isin cannot explain it; the real causes of industrial growth are science and 
invention, the spread of literacy and enlightenment. We can see this 
going on every day around us. But what were the particular circum- 
stances in the eighteenth century? 

It is here, drawing on the Belgian historian Henri Pirenne, that Ayres 
makes one of his brilliant contributions to economic history, a contribu- 
tion which is intimately connected with his general economic theory and 
his rejection of price analysis. It was no accident that Western Europe 
burst out “all of a sudden” with steam engines, flying shuttles and spin- 
ning jennys. The Middle Ages were far less dormant than we suppose. 
There was, for instance, what a great medievalist calls a “revolution in 
transport” in the twelfth century. The Mongols had brought in the 
Chinese art of printing, and ocean-going ships were developing. Later 
the laws of the expansion of gases were discovered—in the century pre- 
ceding the invention of the steam engine; and Boyle and Hooke, Newton 
and Harvey, Huygens and Galileo were all of that century, a golden age 
of science. Moreover Western Europe for some time had been a frontier 
community. “It was not so much that Rome fell as that Gaul fell away. 
The Roman Empire persisted almost to the time of Columbus, but Western 
Europe was not a part of it.” Frontiers are less habit-bound than other 
communities, more susceptible to those combinations of inventions which 
are new inventions. The industrial revolution breaks out wherever the 
institutional barriers are down, as they were in Europe. “Industrial revo- 
lution is not a consequence of something else. It has been going on 
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always. What we see now is the last item of a continuous series of in- 
ventions and discoveries of which the first was perhaps the discovery of 
fire long before the evolution of the present species of man.” 

It is the continuance or discontinuance of this life-process which is in 
the balance now. There are many economists who sneer at the idea of full 
employment and full production as crass materialism and mere “gadgetry,” 
“making machines to make more machines to make more machines.” It 
may be that we as a community will be led by these sneers to sacrifice pro- 
duction for some immaterial idea—perhaps the idea of Professors Hayek, 
Schumpeter and Boulding that the accumulation of capital is necessary 
for salvation. But if we do we will have chucked real values for verbiage 
and myth-making. For the whole weight of modern social thinking be- 
hind modern progress in economics backs the idea that 


Full production means the continuation and enlargement of the life process 
of mankind. That is what gives substance and meaning to those eloquent 
but otherwise empty phrases in which we bespeak human life and per- 
sonality, the fuller realization of our potentialities as human beings, and 
a greater measure of the creative achievements of the human spirit. 
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A Marine’s Legacy. By Grayson D. Williams. New York: William- 
Frederick Press, 1949, 43 pp., $1. 

When Hitler invaded Poland, Mr. Williams began compiling this an- 
thology of what leading thinkers have written on the stupidity of war. 
He continued his task as a master sergeant in the U.S. Marine Corps, in- 
tending to leave his work as a legacy if he did not survive the holocaust. 
Many familiar as well as a few unfamiliar quotations are here gathered 
together. 


Rebels of Individualism. By Jack Schwartzman. New York (293 Sun- 
rise Highway, Lynbrook): The Exposition Press, $2.50. 

The personalities and the ideas of fifteen thinkers who have contributed 
to the tradition of individualism are sketched here with insight and feeling. 
This interesting collection of essays deals with Charvaka, Lao-tse, Isaiah, 
Mencius, Epicurus, Zeno, Lucretius, Locke, Paine, Bastiat, Stirner, Thoreau, 
Spencer, Tolstoy and George. 
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